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EXECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,
Washington, DC, January 25, 2000.
Hon. J. DENNIS HASTERT,
Speaker of the House of Representatives,
Washington, DC.

DEAR MR. SPEAKER: Enclosed please find the OMB Final Seques-
tration Report to the President and Congress for fiscal year 2000,
as required by the Budget Enforcement Act of 1990, as amended.

The report provides current estimates of the status of discre-
tionary spending and the discretionary limits. It also provides the
status of pay-as-you-go legislation. Comparisons with the estimates
provided by the Director of the Congressional Budget Office in his
report are also included.

Based on the estimates contained in this report, neither discre-
tionary nor pay-as-you-go sequesters are required.

Sincerely,
JACOB J. LEW, Director.

Enclosure.

Identical Letter Sent to The President and The Honorable Albert
Gore.
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EXECUTIVE OFFICE OF THE PRESIDENT

s
N T OFFICE OF MANAGEMENT AND BUDGET
. 3 WASHINGTON, D.C. 20503
2, as
peR
THE DIRECTOR January 25, 2000
The President
The White House

Washington, DC 20500
Dear Mr. President:

Enclosed please find the OMB Final Sequestration Report to the President and Congress
Jor fiscal year 2000, as required by the Budget Enforcement Act of 1990, as amended.

The report provides current estimates of the status of discretionary spending and the
discretionary limits. It also provides the status of pay-as-you-go legislation. Comparisons with
the estimates provided by the Director of the Congressional Budget Office in his report are also
included.

Based on the estimates contained in this report, neither discretionary nor pay-as-you-go
sequesters are required.

Sincerely,

Jacob J. Lew
Director

Enclosure

Identical Letter Sent to The Honorable Albert Gore
and The Honorable J. Dennis Hastert
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I. OVERVIEW

The Budget Enforcement Act of 1997 (BEA
of 1997) extended and modified the expiring
enfor t requir ts of the Budget En-
forcement Act of 1990 (BEA of 1990). The
BEA of 1997 established new limits, or
“caps,” for discretionary spending through
2002. It also extended the requirement that
legislation affecting direct spending or receipts
not result in net costs to the Federal Govern-
ment. The Transportation Equity Act for
the 21st century (TEA-21) further modified
the discretionary spending limits and created
new limits for highway and mass transit
spending. An across-the-board reduction of
non-exempt spending, known as “sequestra-

tion”, enforces compliance with these con-
straints.

The BEA requires that OMB issue reports
on the overall status of discretionary and
pay-as-you-go legislation. The end-of-session
report, which OMB is required to issue
after Congress adjourns sine die, determines
whether or not a sequester is required. This
report, which covers legislation enacted in
the first session of the 106th Congress,
indicates that no sequester is required for
either mandatory or discretionary programs.
As required by the Consolidated Appropria-
tions Act, the pay-as-you-go balances for
all years were reset to zero on January
3, 2000.



5

II. DISCRETIONARY SEQUESTRATION
REPORT

Discretionary programs are funded annually
through t.he appropriations process. The
scorel panying the
Budget Enforcement Act of 1990 (BEA), as
amended by the Omnibus Budget and Rec-
onciliation Act of 1993 (OBRA) and the
Budget Enforcement Act of 1997, identify

ts with discreti y resources. The
Balanced Budget Act of 1997 (BBA) limited
budget authority and outlays available for

Congress appropriate the full amount available
under the discretionary limits.

The discretionary spending limits estab-
lished in the various amendments to the
BEA have worked in an environment of
budget deficits to constrain the growth of
discretionary spending. These limits were ex-
tended in the BBA and were based on
an overall budget architecture that was in-

discretionary programs each year through
2002, For fiscal years 1998 and 1999, the

BBA of 1997 blished three separate cat-
egones of discreti Yy Spe di defe
(excludi iolent crime red

spending), and violent crime reduction spend-
ing. For fiscal year 2000, the law divided
dlscretlonary spendmg into two categories:
crime red g and all
other discretionary spendmg For fiscal years
2001 and 2002, a single category for all
ding was established. The
Transportatxon Act for the 21ist Century
(TEA-21), which was enacted in June 1998,
modified these ies by establishing two
additional categories for highway and mass
transit outlays for fiscal years 1999 through
2003.

OMB monitors compliance with the discre-
tionary spending limits throughout the fiscal
year. Appropriations that cause a breach
in the budget authority or outlay limits
trigger a sequester to eliminate that breach.
The law, however, does not require that

tended to achiev by fiscal year
2002. The original BBA discretionary limit
for fiscal year 2002 is $3.5 billion less
than the limit set for fiscal year 2000.

In fiscal year 1998, discretionary appropria-
tions were enacted that complied with the
limits set in law. Using the scoring rules
required by the BEA, both OMB and CBO
estimated that fiscal year 1999 appropriations
complied with the statntory limits, although

ding was exp b d the limits
through several means. In particular, the
emergency d tion, which spend-

ing from the spending limits, was used to
fund roughly $15.5 lnlhon of fiscal year
1999 discreti y In additi re-
ductions to mandatory programs and expanded
use of advance appropriations were relied
on to expand program levels and to fit

- fiscal year 1999 discretionary spending within

the statutory limit. This trend continued
in fiscal year 2000. Table 1 highlights the
trend in the use of these mechanisms that
expand discret y ding b fiscal
years 1998 and 2001.
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Table 1. DISCRETIONARY SPENDING LEVELS
- {In millions of dollars)
1998 1999 2000 2001
Original Balanced Budget Act Limits
BA 526,857 532,980 537,193 542,032
OL 553,268 589,321 554,266 564,356
Yesr-to-year percentage change:
BA 12% 0.8% 0.9%
oL L1% 0.9% 0.0%
Spending Funded by Alternstive Mecha-
nisms
BA 2,981 26424 49,290 ...
oL 1017 13483 29,750 ...
Discretionary Program Levels:
BA 520,838 - 550,423 586483 842,002
0oL 854,285 572804 594,015 584,396
Year-to-year percentage change:
BA it e sabess seesstesseions 5.6% 4.8% ~7.6%
OL 3.3% 3.7% -5.0%

The enacted BBA outlay limit for ﬁscal
yearZOOD flowed only 0.9 p t g
in discretionary outlays over the ongmal
limit for fiscal year 1999. The fiscal year
2000 approprmtlons mcluded $23.7 billion
additiona! ad
appr and bligation delays.
As can be seen in Table 2 of this section,
the official scoring of fiscal year 2000 appro-
priations was $537 billion in budget authority
and $569 billion in outlays. Adding spending
supported by the financing mechanisms listed
below, discretionary budget authority will
be closer to $586 billion and discretionary

: ¥

“outlays will be about $599 billion for FY

2000, differences of $49 billion (9 percent)
and nearly $30 billion {5 percent), respectively,
greater than what was recorded under BEA
scoring.

Table 2 shows the difference between the
BEA scoring of fiscal year 2000 appropriations
and the program level provided by designating

g as emer ding programs
with advance appmpnatmns and oﬂ‘settmg
g with

and obhgatwn delays. Table 3 summanzes
changes to the caps since 1990,

Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY
{In millions of dollars)
2000
BA Qutlays
OMB Scoring of FY 2000 Appropriations Action, Excluding
B Spending 536,773 568,791
Spendin Desi d as Ei

ial Census 4,476 3,790
DoD Military O and Mai Costs 7,200 5,345
DoD Military Pay Raise 1,838 1,794
Farm Service Agency 229 157
Head Start 1,700 861
Low Income Home Energy Assist: 3,100 814
105 39

Natural Resources Conservation Service/Rural Housing Service ....
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Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY—Continued

(In millions of dollars)

2000
BA Outlays

Public Health and Social Services Emergency Fund ..o 584 304
Student Financial Assistance 10 2
Rural Devel t 2 2
Refugee and Entrant Assi 427 128
Wye River Memorandum 1,825 31
United Mine Workers Consolidated Benefit Fund ..o 68 68
Unreleased Conti Emergency Spending in FY 2000 Consoli-

dated Bill 2,870) oo
Releases of Emergency Spending Provided in Past Appropriations \

Bills 1,268 723

Sulk I, Spending Designated as Emergency ..................... 23,702 14,338

Spending Offset by Mandatory Savings:

Federal Reserve Balance Transfer 3,752 3,752
Acceleration of Spectrum Auction Recei 2,600 2,600
Delay of Crime Victims Fund Spendi 525 525
Nationa] Database of New Hires 878 876
SSBG 605 927
Cooperative State Research Education and Extension Activities ... 120 12
Fund for Rural America 60 33
Wetlands Reserve 46 18
Environmental Quality Incentive Program ..........ccocccovvncvecnenrennens 26 5
Conservation Farm Option 38 3
Food Stamp Program 11 11
Child Nutrition 57 58

Sut 1, S, ding Offset by Mand y Savings .. 8,718 8,820

Additional FY 2000 Program Funded by FY 2001 Advance Ap-
propriations:
ding Excell 195

School Improvement Programs 1,530
Vacational and Adult Education 791
Special Ed i 3,742
Administration for Children and Families ........ccccooveevcivvnirvnciiuennnn. 1,400
Housing Certificate Fund 4,200
Training and Empl Services 2,463
Postal Service 64

Subtotal, Additional FY 2000 Program Funded by FY 2001

Advance Appropriations 14,385 ...
Spending Offset by Rescissions:
Assisted Housi 2,319 .
Army Corps of Engineers General Investigations 1 1
Army Corps of Engineers Construction General ........................ 13 7
Broadcasting Board of Governors International Broadcasting Op-
erations 16 13
Corporation for Natienal and C ity Service B0 s
Drug Enforcement Administration Diversion Control Fee Account 35 28
Immigration and Naturalization Service Immigration Emergency
Fund 1 s

Operation and Mai South n Power Aministration ... 3 3
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Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY—Continued

{In millions of dollars)

2000
BA Outlays
Small Busi Admini; ion Busi Loan Program Account .. 13
Nuclear Waste Disposal 4
Subtotal, Spending Offset by Rescissi 2,485 52
Spending Offset by Timing Shifts and Obligation Delays:
Pay Delay 3,589
Defense Progress P 1,250
National Insti of Health 900
Health Research and Services Admini i 171
Centers for Disease Control 175
Administration for Children and Families 216
Social Services Block Grant 149
Substance Abuse & Mental Health Services Administration ........... 90
Subtotal, Spending Offset by Timing Shifts and Obliga-
tion Delays 6,540
Suk l, Adj 1t 49,290 29,750
FY 2000 Program Level 586,063 598,541
Memorandum:
i i for Bridge B Original BBA Limits and End-of-
Session Scoring, Excluding Emergencies.
Amounts Not iatied Under Cap 1,558 3,463
Adjustments for Arrearages, CDR’s, Adoption Pay , and EITC -995 684
j for iously Enacted Spending -3,814
Changes in concepts and iti 63 -60
Rounding Adjustment (pursuant to section 307 of P.L. 106-113) ~1,065
Special Outlay Adj ~190
j for TEA-21 859 ~2,640

Adj 420 4,525

FY 2000 Program Level Starting from BBA Cap 586,483 584,015
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1I. DISCRETIONARY SEQUESTRATION REPQRT

Adjustments to discretionary limits.—
Section 251(b)2) authorizes certain adjust-
ments after the enactment of appropriations.
Table 4 includes those adjustments that can
be made now due to legislation enacted to
date. The section 251(bX2) adjustments in-
clude:

o Emergency Appropriations.—Funding for
amounts that the President designates as
“emergency requirements” and that Con-
gress so designates in law. Fiscal year
2000 appropriations acts included over $31
billion in emergency funding, including
over $9 billion for emergency assistance
to farmers and $1.8 billion in advance ap-
propriations for the 2000 military pay
raise. As of January 19th, the President
has authorized the release of $28.6 billion
of this funding, which was provided for

Table 4.

the 2000 decennial census, operations and
maintenance activities of the Department
of Defense, the fiscal year 2000 military
pay raise, agricultural disasters within the
United States, Head Start, the Low-in-
come Home Energy Assistance program,
the implementation of the Wye River
peace accord, and other activities.

Further, since the August Update Report,
the President has also authorized the release
of $1.3 billion in emergency appropriations
that were previously enacted to support the
Administration’s efforts in addressing the
year-2000 computer conversion problem, nat-
ural disasters, the fiscal year 2000 military
pay raise, operations and maintenance activi-
ties of the Department of Defense, and to
support the needs of States that have experi-
enced extremely hot weather conditions.

FINAL SEQUESTRATION REPORT ADJUSTMENTS TO

DISCRETIONARY SPENDING LIMITS

(In millions of dollars)

1998 1999 2000 2001 2002

NON-DEFENSE DISCRETIONARY SPENDING, EXCLUDING VIOLENT CRIME REDUCTION SPENDING

Update Report Non-Defense Discretionary Spending

Limits BA 256,148 289,735 N/A N/A N/A
OL 286,325 276,815 N/A N/A N/A

Adjustments for the Final Sequestration Report:
Contingent Emergency Appropriations Rel d BA 827 N/A N/A N/A
OL . 282 N/A N/A N/A

Subtotal, Adjustments for the Final Sequestration
Report BA 827 N/A N/A N/A
OL .. 282 N/A N/A N/A
Final ation Report ding Limits BA 256,148 290,562 N/A NA N/A
OL 286,325 277,097 N/A NA N/A
DEFENSE DISCRETIONARY SPENDING
Update Report Defense Discretionary Spending Limits ... BA 271,832 286,578 N/A NA N/A
OL 269,078 275,732 N/A NA N/A
Adj for the Final ation Report:
Contingent Emergency Appropriations Rel d BA 272 N/A N/A N/A
OL s e N/A N/A N/A
Subtotal, Adjustments for the Final Sequestration

Report BA 272 N/A NA N/A
OL N/A N/A N/A
Final ion Report Spending Limits BA 271,832 286,850 N/A N/A N/A
OL 269,079 275,732 N/A N/A N/A
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Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS—Continued

(In millions of dollars)

1998 1999

2000

2001

2002

VIOLENT CRIME REDUCTION SPENDING

Update Report Violent Crime Reduction Spending Limits BA 5,500 5,800 4,500 N/A N/A
OL 4,833 4,953 5,554 NA N/A
Adjustments for the Final Sequestration Report:
Special Qutlay All BA N/A N/A
oL 790 N/A N/A
Subtotal, Adjustments for the Final Sequestration
Report NA N/A
OL 790 NA N/A
Final ion Report Spending Limits BA 5,500 5,800 4,500 N/A N/A
OL 4,833 4,953 6,344 NA N/A
HIGHWAY CATEGORY
Update Report Highway Category Spending Limits .......... BA N/A
OL N/A 21,991 24,574 26,219 26,663
Adjustments for the Final Sequestration Report:
No Adj BA N/A
OL N/A
Final ion Report Spending Limits BA NA
oL NA 21,991 24,574 26,219 26,663
MASS TRANSIT CATEGORY
Update Report Mass Transit Category Spending Limits ... BA N/A
OL NA 4,401 4,117 4,888 5,384
Adjustments for the Final Sequestration Report:
No adj BA N/A
OL N/A
Final ion Report S, ding Limits BA N/A
OL N/A 4,401 4,117 4,888 5,384
OTHER DISCRETIONARY SPENDING
Update Report Other Discretionary Spending Limits . BA N/A N/A 531,771 541,324 550,382
OL N/A N/A 541,574 541,835 535,753
Adjustments for the Final Sequestration Report:
Emergency Appropriations Enacted and Released ... BA N/A N/A 29,772 ...
OL N/A N/A 22777 5,218 1,519
EITC Tax C li Initiative BA N/A N/A 144
OL N/A Na 144
Continuing Disability Reviews (CDRs) ..... BA N/A N/A 405 .
oL N/A N/A 373
MDB Arrearage P; {Foreign O ions bill) BA N/A N/A 5 ...
OL N/A N/A ...
UN Arrearage P: (C i bill) e BA N/A N/A
OL N/A N/A ...
Adoption Incentive P: BA N/A N/A
OL N/A N/A 2
Special Budget Authority for Roundi BA N/A N/A 1,065 ..
OL N/A NA ...
Subtotal, Adjustments for the Final Sequestration
Report BA N/A N/A 31,832 ..
oL N/A N/A 23,296 5,687 1,526
Final -ation Report ding Limits BA N/A N/A 563,602 541,324 550,382
oL N/A N/A 564,870 547,622 537,279
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Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS-Continued

{In millions of dollars)

1998 1999 2000 2001 2002

TOTAL DISCRETIONARY SPENDING

Preview Report Total Discretionary Spending Limits ........ BA 533,480 566,380 536,271 541,324 550,382
OL 560,237 576,089 570,945 571,047 567,800
Update Report Total Discretionary Spending Limits ....... BA 533,480 582,113 536,271 541,324 550,382
OL 560,237 583,892 575,819 572,942 567,800
Final & Report S ding Limits BA 533,480 583,212 568,102 541,324 550,382

OL 560,237 584,174 599,905 578,629 569,326

e Continuing Disability Reviews.—Funding
for additional continuing disability reviews
(CDRs) under the heading, “Limitation on
Administrative Expenses,” for the Social
Security Administration. The law limits
adjustments to the budget authority and
outlay estimates authorized in P.L.
105-33, the Balanced Budget Act of 1997.
CDRs are conducted to verify that recipi-
ents of Social Security disability insurance
benefits and Supplemental Security In-
come benefits for persons with disabilities
are still disabled. The fiscal year 2000
Labor, Health and Human Services, Edu-
cation, and Related Agencies Appropria-
tions Act provided $405 million for CDRs.

All for Internatii Arrearages
funding.—Funding for arrearages for
international organizations, international
peacekeeping, and multilateral develop-
ment banks. The amount of the cap ad-
justment is limited to $1.884 billion for
fiscal years 1998 through 2000 in P.L.
105-33. A total of $426 million was pro-
vided for international arrearage pay-
ments in fiscal year 2000 appropriations
bills, bringing the total adjustments made
for arrearage payments to the authorized
limit of $1.884 billion.

Earned Income Tax Credit (EITC) Compli-
ance Initiative.—~Funding for EITC pli

crime

and General Government Appropriations
Act provided $144 for EITC compliance.

* Adoption I ive Pa ts.—The Adop-
tion and Safe Families Act of 1997 author-
izes bonus payments to States that in-
crease the number of adoptions from the
foster care system. The Act provides for
a discretionary cap adjustment for appro-
priations up to $20 million annually in fis-
cal years 1999 through 2003. It is assumed
that the cost of adoption bonuses will be
offset by reductions in mandatory foster
care costs. The $20 million requested was
included in the fiscal year 2000 Labor,
Health and Human Services, Education,
and Related Agencies Appropriati Act.

® Special Outlay All —This allowance
was included in the BEA to cover technical
scoring differences that result when OMB
scoring exceeds CBO scoring. If, in any
year, outlays for a discretionary spending
category exceed the spending limit for the
category, but new budget authority does
not exceed the limit for that category, the
special outlay allowance may be used. The
outlay adjustment is the amount of the
excess spending over the limit. The adjust-
ment can not exceed 0.5 percent of the
sum of the adj d discretionary spending
limits on outlays for that fiscal year.

OMB’s final estimate of fiscal year 2000
g di indi that a

ance initiatives, including the d

Y Ssp g
special outlay allowance adjustment of $790
in order to reduce EITC overclaims. Ad- million is required to cover the outlay breach
justments are limited to the budget au-  in this category.
thority and outlay estimates authorized in o Adjustment for Rounding.—Public law
P.L. 105-33. The fiscal year 2000 Treasury 106-113, the FY 2000 Consolidated Appro-

and enforcement of EITC eligibility rules
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priations Act, included a provision reguir-
ing OMB to adjust the FY 2000 limit on
budget authority for the discretionary cat-
egory upward by 0.2 percent, resuliing in
an increase of $1.1 billion.

Status of FY 1999 discretionary appro-
priations.—Table 5 summarizes the status of
enacted fiscal year 1999 discretionary appro-
priations, relative to the discretionary caps.
Enacted budget authority and outlays are
within the discretionary caps.

Table 5. STATUS OF FY 1999 DISCRETIONARY
APPROPRIATIONS
{In millions of dollars)
BA Qutlays
Non-Defense D i v Spending, Excluding Violent Crime Reduction
Spending
Adjusted di i y spending limits 290,562 277,097
Total d 290,126 275,246
Spendi funder (-} limits —437 -1,851
Defense Discretionary Spending
Adjusted discretionary sy limits 286,850 275,732
Total d 286,844 274,475
Spendi funder (- limits -8 -1,257
Violent Crime Reduction Spending
Adjusted di i Y sy limits 5,800 4,953
Total ted 5,797 4,948
Spending over/under (-} limits -3 i
Highway Category
Adjusted discretionary spending limits 21,991
Total d 21,568
Spending funder {-) limits —-423
Mass Transit Category
Adjusted di i v spending limits 4,401
Total d 3,942
Spendi funder (=) limits —459

Total Discretionary Spending All Categories

Adjusted discretionary spending limits 583,212 584,174
Total i 582,766 580,177
Spendi fander (-} limits 446 -3.997

Status of FY 2000 discretionary appro-
priations.—Table 6 summarizes OMB scoring
of the fiscal year 2000 appropriations bills.

OMB estimates that spending in the high-
way, mass transit, and other discretionary
categories are within the budget authority
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and outlay limits set in the BBA. Spending
in the violent crime reduction category is
within the budget authority limit but exceeds
the outlay limit by $790 million. As a result,
OMB will use the special outlay allowance

provided under section 251(bX2) to adjust
the limit to cover the breach. With this
adjustment, OMB estimates that a sequester
will not be required for any of the discre-
tionary categories.

Table 6. STATUS OF 2000 APPROPRIATIONS ACTION
(In millions of dollars)

BA Qutlays

OTHER DISCRETIONARY

13,982 14,387

Agriculture and Rural D p

Commerce, Justice, State and the Judiciary .

.................... 29,427 27,306 !

Defense 257,669 246,485
District of Columbi 436 382
Energy and Water Devel 21,221 21,166
Foreign Operations 13,539 12,226 2
Interior and Related A i 14,800 14,951
Labor, HHS, and Education ...........cccocvecmmernernersessesenaes 81,795 84,256 3
Legislative 2,455 2,566
Military Construction 8,373 8,626
Transportation and Related A 12,481 14,546
Treasury and General Government 13,566 13,954 +

69,356 82,370

Veterans Affairs, HUD, Independent A

Miseell Pr,
M Pr

—-6,827 9,465

Emergency Appropriations Enacted/Released Since Feb-

ruary Budget

29,772 27,651

Total, Other Discretionary

562,045 561,407

Final Sequestration Report Other Discretionary Limits 563,602 564,870

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS -1,5658 -3,463

VIOLENT CRIME REDUCTION

Commerce, Justice, State and the Judiciary 4,216 6,044
Labor, HHS, and Education .............cec..... 152 172
Treasury, Postal Service, and General Gov’t .. 132 128
Total, Violent Crime Reduction .........ccccoeviinninniccninrnenns 4,500 6,344
Final Sequestration Report Violent Crime Reduction

Limits 4,500 6,344

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS

HIGHWAY CATEGORY

Transportation and Related A

24,574

24,574

Total, Highway Category

Final Sequestration Report Highway Category Limits ....

24,574

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS  ...cciiits s
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Table 6. STATUS OF 2000 APPROPRIATIONS ACTION-—Continued
{In millions of doliars}

BA Outlays
MASS TRANSIT CATEGORY
Transportation and Related A i 4,117
Total, Mass Transit Category 4,117
Final Sequestration Report Mass Transit Category Lim-
its 4,117

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS

TOTAL DISCRETIONARY SPENDING ALL CATEGORIES

Tatal, Enacted Discretionary Spending ........ 566,545 596,442
Final Sequestration Report Discretionary Limits 568,102 599,905
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS ~1,558 -3,463
NOTES:
1Estimates include $351 million in BA for the funding provided for i 1
payments.
d for i 1 pay-

2 Estimates include $75 million in BA for funding p
ments.

3 Estimates include $405 million in BA and $373 million in outlag's sgmvidaﬂ for funding for

Continuing Disability Reviews {CDRs), and $20 million in BA an

adoption incentive payments.

tive (| .

Comparison of OMB and CBO discre-
tionary limits.—Section 254(d)(5) of the BEA
requires this. report to explain the differences
between OMB and CBO estimates for discre-

million in outlays for

‘E%?'Fé&es include $144 million in BA and outlays for the Earned Income Tax Credit Initia-

mates reflect $272 million in contingent emer-
gency funds for the military construction
transfer fund that were released by the Presi-
dent on September 21, 1999, and $827 million

tionary spending limits. Table 7 pares
OMB and CBO limits for fiscal years 1998
through 2002. CBO uses the discretionary lim-
its from OMB's sequestration update report as
a starting point for adjustments in its end-
of-session sequestration report. Therefore, the
differences between the OMB and CBO esti-

in t emergency appropriations for
natural disasters, wildland firefighting, and for
the year-2000 computer conversion problem
that were rel d by the President subse-
quent to the issue of the August Update Re.
port.
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Table 7. COMPARISON OF OMB AND CBO DISCRETIONARY
SPENDING LIMITS

{In millions of dollars)

1998 1999 2000 2001 2002
Non-Defense Discretionary
CBO Final Sequestration Report limits:
BA 256,048 289,735 N/A N/A N/A
oL 286,265 276,814 N/A N/A N/A
OMB Final Sequestration Report limite:
BA 256,148 280,562 N/A NiA N/A
OL 286,325 277,097 N/A NiA N/A
Difference:
BA 100 827 N/A N/A N/A
oL 60 283 N/A N/A N/A
Defense Discretionary
CBO Final Sequestration Report limits:
BA 271,832 286578 N/A N/A N/A
oL 269,079 275,732 N/A N/A N/A
OMB Final Sequestration Report limits:
BA 271,832 286,850 N/A N/A N/A
OL 269079 275,732 NA N/A NiA
Difference:
BA 272 N/A N/A N/A
oL N/A N/A NA
Violent Crime Reduction
CBO Final Sequestration Report limits:
BA 5,500 5800 4.500 N/A N/A
OL 4,833 4,953 5,554 N/A N/A
OMB Final Sequestration Report limits:
BA 5,500 5,800 4,500 N/A N/A
OL 4,833 4853 6,344 NiA N/a
Difference:
BA N/A N/A
oL N/A N
Highway Category
CBO Final Sequestration Report limits:
BA NA ...
OL NA 21991 24574 26219
OMB Final Sequestration Report limits:
BA N/A
oL NA& 21991 24574 26218 26663
Difference:
BA N/A
oL N/A
Mass Transit Category
CBO Final Sequestration Report limits:
BA NA s e [N
OL NA 4,401 4,117 4,888 5,384
OMB Final Sequestration Report limits:
BA N/A
OL N
Difference:
BA N/A

OL NA
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Table 7. COMPARISON OF OMB AND CBO DISCRETIONARY
SPENDING LIMITS—Continued

(In millions of doHars)

1998

1999 2000 2001 2002

Other Discretionary
CBO Final Sequestration Report limits:
BA N/A N/A 563,714 541,761 550,473
OL N/A N/A 562,429 548,304 537,926
OMB Final Sequestration Report limits:
BA N/A N/A 563,602 541,324 550,382
OL NA N/A 564,870 547,522 537,279
Difference:
BA N/A N/A -112 —427 -91
oL N/A N/A 2,441 -782 —647
Total Discretionary Spending Limits
CBO Final Sequestration Report limits:
BA 533,380 582,113 568,214 541,751 550,473
OL 560,177 583,891 596,674 579411 569,973
‘OMB Final Sequestration Report limits:
BA 533,480 583,212 568,102 541,324 550,382
OL 560,237 584,174 599,906 578,629 569,326
Difference:
BA 100 1,009 ~112 —427 -91
oL 60 283 3,231 -782 647

OMB and CBO have different approaches
to scoring emergency appropriations. CBO
scores budget authority for contingent emer-
gency appropriations in the fiscal year in
which it is appropriated; OMB scores budget
authority only for those contingent appropria-
tions officially released by the President and
d ted by the President as emergency
requirements.

On November 29, 1999, the President signed
the Fiscal Year 2000 Consolidated Appropria-
tions Act (P.L. 106-113) into law. The Act
provides over $10.5 billion in contingent emer-
gency appropriations for non-defense discre-
tionary activities, including $4.5 billion for
the decennial census, $1.8 billion for the
Wye  River accord, $1.7 billion for Head
Start, and $2.5 billion for other activities.
In addition, the following bills also include

contingent emergency appropriations: the Fis-
cal Year 2000 Agriculture, Rural Development,
Food and Drug Administration, and Related
Agencies Act includes over $8 billion in
contingent emergency appropriations for emer-
gency assistance to. farmers; the Fiscal Year
2000 Department of Defense Appropriations
Act includes $7.2 billion contingent emergency
appropriation for operations and maintenance;
and, the Fiscal Year 2000 Veterans Affairs,
Housing and Urban Development, and Inde-
pendent Agencies Appropriations Act includes
a $2.5 billion contingent emergency appropria-
tion for the Disaster Relief Fund. CBO has
included the full amount of this funding
in its adjustment. OMB has adjusted the
caps upward for the amounts that have
been designated by the President as of Janu-
ary 19, 1999.
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III. PAY-AS-YOU-GO SEQUESTRATION
REPORT

Pay-as-you-go enforcement covers direct
spending and receipts legislation. The BEA
defines direct spending as entitlement author-
ity, the food stamp program, and budget
authority provided by law other than in
appropriations acts. The following are exempt
from the pay-as-you-go scorecard: Social Secu-
rity, the Postal Service, legislation specifically
designated as an emergency requirement, and
legislation fully funding the Federal Govern-
ment’s commitment to protect insured depos-
its.

The BEA requires that, in total, receipts
and direct spending legislation not result
in a net cost. If such legislation yields
a net cost, and if the President and Congress
do not fully offset it by other legislative
savings, the law requires that a sequester
of non-exempt direct spending programs offset
the net cost.

The BEA requires that OMB submit a
report to Congress that estimates the resulting
change in outlays or receipts for the current
year, the budget year, and the following
four fiscal years for enacted direct spending
and receipts legislation. The estimates, which

must rely on the economic and technical
assumptions underlying the most recent Presi-
dent’s budget, determine whether the pay-
as-you-go requirement is met. The pay-as-
you-go process requires that OMB maintain
a “scorecard” that shows the cumulative net
cost of such legislation.

Table 8 presents OMB estimates of pay-
as-you-go legislation included in the individual
bill reports. In total, these bills have resulted
in a net cost of $58 million for 1999 and
a net savings of $3,072 million in 2000.
(As required by the BEA, the 1999 total
reflects only Acts added to the scorecard
after the 1999 final sequestration report was
issued.) Under the BEA, the 1999 and 2000
totals are combined when determining the
need for sequestration. Because the combined
two year total is a net savings, no sequestra-
tion of direct spending programs is required
for 2000. As required by the Consolidated
Appropriations Act, the pay-as-you-go score-
card for all years was reset to zero on
January 3, 2000. The table also shows the
CBO estimate for each Act as it was reported
in CBO’s pay-as-you-go bill reports.

17
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Table 9. PAY-AS-YOU-GO LEGISLATION WITH IMPACT OF $500,000 OR LESS
ENACTED IN THE FIRST SESSION OF THE 106th CONGRESS

Public Law Number Act Number Act Title

P.L. 1064 HR. 540 Nursing Home Ri P ion A d of 19991

P.L. 106-5 H.R. 808 Family Farmer Bankruptcy Extension Act

PL. 106-6 5. 643 Interim Federal Aviati dmini: ion Authorization Act

P.L. 106-7 HR. 1212 Crop I Application Deadline E: i

P.L. 106-21 H.R. 1376 Tax Relief for P i lved in O) Allied Force

P.L. 106-26 8. 531 Congressional Gold Medal for Rosa Parks

P.L. 106-32 HR. 1034 Act to Declare a Portion of the James River and Kanawha Canal Nonnav-
igable waters?

P.L. 106-37 HR. 775 Y2K Act

P.L. 10640 S. 880 Chemical Safety I ion, Site ity and Fuels Regulatory Relief Act

P.L. 10641 S. 604 Lake Oconee Land Exchange Act

P.L. 106-43 8. 1259 Trademark Amendments of 1999

P.L. 10645 HR. 66 Act to Preserve Cultural Resources of the Route 66 Corridor

P.L. 10647 8. 1543 Tobacco F ion and ing Infc ion Act

P.L. 106-59 $. 1637 E: ion of Certain E. FAA Authorizati

PL. 106-63 8. 380 C Award Act d of 1999

P.L. 106-66 S. 203 Act to direct the Secretaries of Agriculture and Interior to convey certain
lands to San Juan College

P.L. 106-70 8. 1606 Family Farmer Bankruptcy Act Extension

P.L. 106-84 H.R. 2841 To amend the Revised Organic Act of the Virgin Islands

P.L. 106-95 HR. 441 Nursing Relief for Disadvantaged Areas Act

PL. 106-96 HR. 609 To amend the Export Apple and Pear Act to limit the applicability of the
Act to apples

P.L. 106-99 H.R. 2303 History of the House Awareness and Preservation Act

P.L. 106-100 HR. 3122 To permit enrollment in the House Child Care Center of children of Fed-
eral employees

P.L. 106-104 H.R. 3061 S Visa and Refugee Assistance Authorization

P.L. 106-107 S. 468 Federal Financial Assi M p! Act of 19992

PL 106-114 S.278 Rio Arriba County Land Transfer Act

P.L. 106-116 S. 1398 Coastal Barrier Resources System Map Corrections

P.L. 106-118 HR. 2280 Veterans’ Compensation Cost-of-Living Adjustment Act

P.L. 106-120 HR. 1555 Intelligence Authorization Act

PviL. 106-3 HR. 322 For the relief of Suchada Kwong?

P.L. 106-128 S.574 Delaware Coastal Barrier Map Correction

P.L. 106-138 H.R. 2079 Terry Peak Land Transfer Act

P.L. 106-139 H.R. 2886 A d to Immi; i Nationality Act

PL. 106-143 S. 28 Four Corners Interpretive Center Act

P.L. 106-152 H.R. 1887 To punish the depiction of animal crueity

P.L. 106-153 HR. 1932 Gold Medal for Father Theodore M. Hesburgh

P.L. 106-154 H.R. 2140 Ch h River National R ion Area Act

P.L. 106-158 HR. 3381 Export Enhancement Act

P.L. 106-158 H.R. 3419 Motor Carrier Safety Improvement Act

P.L. 106-160 H.R. 3456 Digital Theft Deterrence and Copyright Damages Act

PL. 106-164 S. 438 Chippewa Cree Tribe Water Rights Settlement 2

P.L. 106-168 S.335 Deceptive Mail P ion and E: Act

*CBO does not score this bill as subject to pay-as-you-go requirements.
20MB does not score this bill as subject to pay-as-you-go requirements.

Comparison with CBO estimates.—The
BEA requires that OMB explain differences
with CBO estimates of enacted pay-as-you-
go legislation. The largest differences between
OMB and CBO estimates for legislation en-
acted in the first session of the 106th Congress
are for the Veterans Millennium Health Care

and Benefits Act and the Ticket to Work
and Work Incentives Improvement Act.

For the Veterans Millennium Health Care
and Benefits Act, OMB scores net costs
of $0.1 billion over the period 1999 through
2004, while CBO scores costs of $1.2 billion.
This difference is primarily due to different
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interpretations of a requirement providing
nursing home care to certain veterans. CBO
believes the Act creates an entitlement to
nursing home care for these veterans and
thus scores direct spending. OMB views the

Act as directing the Department of Veterans -

Affairs to give a higher priority to these
veterans when they are seeking nursing home
care. The benefits will be funded from the
veterans medical care t, which is subject
to annual appropriations.

OMB scores net costs of $17.9 billion
over the period 1999 through 2004 for the
Ticket to Work and Work Incentives Improve-
ment Act, $§ 24 billion more than CBO’s
estimate of $15.5 billion. Much of the dif-
ference is the result of different scoring
of tax provisions, primarily for extensions
of the research and experimentation tax credit

These differences are the result of different
baselines and estimating models.

OMB and CBO also have significant dif-
ferences in the pay-as-you-go scoring of the
Consolidated Appropriations Act. OMB scores
net costs of $1.6 billion in 2000; while
CBO scores net savings of $6.6 billion. This
is largely the result of a different interpreta-
tion of which provisions are covered as pay-
as-you-go under the Act’s requirements. This
Act also included a requirement that OMB
and CBO not adjust their pay-as-you-go score-
cards for any provisions of the Act. Thus,
this difference does not affect the total dif-
ference between the OMB and CBO scorecards.

More detail on these differences, as well
as smaller differences in other bills, is avail-
able in the separate reports issued subsequent
t of each bill.

to enact

and Subpart F for active fi
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET |
WASHINGTON, D.C. 20503

THE DIRECTOR January 25, 2000

The President
The White House
Washington, DC 20500

Dear Mr. President:

Enclosed please find the OMB Final Sequestration Report to the President and Congress
Jor fiscal year 2000, as required by the Budget Enforcement Act of 1990, as amended.

The report provides current estimates of the status of discretionary spending and the
discretionary limits. It also provides the status of pay-as-you-go legislation. Comparisons with
the estimates provided by the Director of the Congressional Budget Office in his report are also
included.

Based on the estimates contained in this report, neither discretionary nor pay-as-you-go
sequesters are required.

Sincerely,

Jacob J. Lew
Director

Enclosure

Identical Letter Sent to The Honorable Albert Gore
and The Honorable J, Dennis Hastert
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I. OVERVIEW

The Budget Enforcement Act of 1997 (BEA .

of 1997) extended and modified the expiring
enforcement requirements of the Budget En-
forcement Act of 1990 (BEA of 1990). The
BEA of 1997 established new limits, or
“caps,” for discretionary spending through
2002. 1t also extended the requirement that
legislation affecting direct spending or receipts
not result in net costs to the Federal Govern-
ment. The Transportation Equity Act for
the 21st century (TEA-21) further modified
the discretionary spending limits and created
new limits for highway and mass transit
spending. An across-the-board reduction of
non-exempt spending, known as “sequestra-

tion”, enforces compliance with these con-
straints.

The BEA requires that OMB issue reports
on the overall status of discretionary and
pay-as-you-go legislation. The end-of-session
report, which OMB is required to issue
after Congress adjourns sine die, determines
whether or not a sequester is required. This
report, which covers legislation enacted in
the first session of the 106th Congress,
indicates that no sequester is required for
either mandatory or discretionary programs.
As required by the Consolidated Appropria-
tions Act, the pay-as-you-go balances for
all years were reset to zero on January
3, 2000.
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II. DISCRETIONARY SEQUESTRATION
REPORT

Discretionary programs are funded annually
through the appropriations process. The
scorekeeping guidelines accompanying the
Budget Enforcement Act of 1990 (BEA), as
amended by the Omnibus Budget and Rec-
onciliation Act of 1993 (OBRA) and the
Budget Enforcement Act of 1997, identify
accounts with discretionary resources. The
Balanced Budget Act of 1997 (BBA) limited
budget authority and outlays available for
discretionary programs each year through
2002. For fiscal years 1998 and 1999, the
BBA of 1997 established three separate cat-
egories of discretionary spending: defense,
non-defense (excluding violent crime reduction
spending), and violent crime reduction spend-
ing. For fiscal year 2000, the law divided
discretionary spending into two categories:
violent crime reduction spending and all
other discretionary spending. For fiscal years
2001 and 2002, a single category for all
discretionary spending was established. The
Transportation Act for the 21st Century
(TEA-21), which was enacted in June 1998,
modified these categories by establishing two
additional categories for highway and mass
transit outlays for fiscal years 1999 through
2003.

OMB monitors compliance with the discre-
tionary spending limits throughout the fiscal
year. Appropriations that cause a breach
in the budget authority or outlay limits
trigger a sequester to eliminate that breach.
The law, however, does not require that

Congress appropriate the full amount available
under the discretionary limits.

The discretionary spending limits estab-
lished in the various amendments to the
BEA have worked in an environment of
budget deficits to constrain the growth of
discretionary spending. These limits were ex-
tended in the BBA and were based on
an overall budget architecture that was in-
tended to achieve balance by fiscal year
2002. The original BBA discretionary limit
for fiscal year 2002 is $3.5 billion less
than the limit set for fiscal year 2000.

In fiscal year 1998, discretionary appropria-
tions were enacted that complied with the
limits set in law. Using the scoring rules
required by the BEA, both OMB and CBO
estimated that fiscal year 1999 appropriations
complied with the statutory limits, although
spending was expanded beyond the limits
through several means. In particular, the
emergency designation, which pts spend-
ing from the spending limits, was used to
fund roughly $15.5 billion of fiscal year
1999 discretionary spending. In addition, re-
ductions to mandatory programs and expanded
use of advance appropriations were relied
on to expand program levels and to fit
fiscal year 1999 discretionary spending within
the statutory limit. This trend continued
in fiscal year 2000. Table 1 highlights the
trend in the use of these mechanisms that
expand discretionary spending between fiscal
years 1998 and 2001.
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Table 1. DISCRETIONARY SPENDING LEVELS
{(In millions of dollars)
1998 1999 2000 2001
Original Balanced Budget Act Limits
BA 526,857 532,999 537,193 542,032
OL 553,268 559,321 564,265 564,396
Year-to-year percentage change:
BA 12% 0.8% 0.9%
oL 11% 0.9% 0.0%
Spending Funded by Al Mecha-
nisms:
BA 2,981 26424 49,290 .
oL 1,017 13483 29,750 .
Discretionary Program Levels:
BA 529,838 559,428 586,483 542,032
OL 554,285 572,804 594,015 564,396
Year-to-year percentage change:
- BA 5.6% 48% ~7.6%
OL 3.3% 37% -5.0%

The enacted BBA outlay limit for fiscal
year 2000 allowed only 0.9 percent growth
in discretionary outlays over the original
limit for fiscal year 1999. The fiscal year
2000 appropnatlons included $23.7 billion
in emergency designati additional ad
appropriations, and several obligation delays.
As can be seen in Table 2 of this section,
the official scoring of fiscal year 2000 appro-
priations was $537 billion in budget authonty

outlays will be about $599 billion for FY
2000, differences of $49 billion (9 percent)
and nearly $30 billion (5 percent), respectively,
greater than what was recorded under BEA
scoring.

Table 2 shows the difference between the
BEA scoring of fiscal year 2000 appropriations
and the program level provided by designating

as emer exf ing programs
with ad appropnatlons, and offsetting

and $569 billion in outlays. Addi

ding with y savings, rescissions,

supported by the fi hanisms listed
below, discretionary budget authority will
be closer to $586 billion and discretionary

and obllgatmn delays. Table 3 summarizes
changes to the caps since 1990.

Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY

(In millions of dollars)
2000
BA Outlays
OMB Scoring of FY 2000 Appropri Action, Excludi

E Spendi 536,773 568,791

Spendmg ignated as E
1 Census 4,476 3,790
DoD Military Op and Mai; Costs 7,200 5,345
DoD Military Pay Raise 1,838 1,794
Farm Service Agency 229 157
Head Start 1,700 861
Low Income Home Energy A 1,100 814

Natural Resources Conservation Service/Rural Housing Service .... 105 39
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o

Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY-—Continued
(In millions of dollars)

2000
BA Outlays
Public Health and Social Services Emergency Fund ......cccooevonicennn 584 304
Stud Fi ial Assi 10 2
Rural Devel t 2 2
Refugee and Entrant Assist. 427 128
Wye River M d 1,825 31
United Mine Workers Consolidated Benefit Fund .....coccoceunnciiiene 68 68
Unreleased Conti Emergency Spending in FY 2000 Consoli-
dated Bill 2,870 .o
Rel of E Spending Provided in Past Appropriations
Bills 1,268 723
1, Spending Designated as E: 23,702 14,338
Spending Offset by Mandatory Savings:
Federal Reserve Bal Transfer 3,752 3,752
Accel ion of Spectrum Auction Recei 2,600 2,600
Delay of Crime Victims Fund Spendi 525 525
National Database of New Hires 878 876
SSBG 605 927
Cooperative State Research Ed ion and E: ion Activities ... 120 12
Fund for Rural America 60 33
Wetlands Reserve 46 18
Envir tal Quality I ive Program 26 5
Conservation Farm Option 38 3
Food Stamp Program 11 11
Child Nutriti 57 58
Subtotal, Spending Offset by Mandatory Saving 8,718 8,820
Additional FY 2000 Prog Funded by FY 2001 Advance Ap-
propriations:
Reading Excell 195
School Improvement Programs 1,530
I and Aduit Ed i 791
Special Ed i 3,742
Administration for Children and Families ........oeoenscisveccsonirsnninane 1,400
Housing Certificate Fund 4,200
Training and Employment Services 2,463
Postal Service 64
Subtotal, Additional FY 2000 Program Funded by FY 2001
Ad App iati 14,385 ..cicennne
Spending Offset by Rescissions:
Assisted Housing 2,319 i
Army Corps of Engi s General 1 igati 1 1
Army Corps of Engineers Construction General ........ccoococoerenncenn 13 7
Broadcasting Board of Governors International Broadcasting Op-
erations 16 13
Corporation for National and C ity Service 80 oo
Drug Enforcement Administration Diversion Control Fee Account 35 28
Immigration and Naturalization Service Immigration Emergency
Fund D R

o) ion and Mai South n Power Aministration ... 3 3
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Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY—Continued

(In millions of dollars)

2000
BA Outlays
Small Busi Administration Busi Loan Program Account .. 13
Nuclear Waste Disposal 4
Subtotal, Spending Offset by Rescissi 2,485 52
Spending Offset by Timing Shifts and Obligation Delays:
Pay Delay 3,589
Defense Progress Payments 1,250
National Institutes of Health 900
Health Research and Services Administration 171
Centers for Disease Control 175
Administration for Children and Families 216
Social Services Block Grant 149
Substance Abuse & Mental Health Services Administration ........... 90
Subtotal, Spending Offset by Timing Shifts and Obliga-
tion Delays 6,640
Sulk 1, Adjust; 49,290 29,750
FY 2000 Program Level 586,063 598,541
Memorandum:

Technical Adjustments for Bridge Between Original BBA Limits and End-of-
Session Scoring, Excluding Emergencies.

Amounts Not iatied Under Cap 1558 3463
A for CDR'’s, Adoption Payments, and EITC ~995 ~684
j for iously Enacted Spending -3.814
Changes in concepts and i 63 60

Rounding Adjustment (pursuant to section 307 of P.L. 106-113) 1,065
Special Outlay Adj ~790
j for TEA-21 859 -2,640
Adj 420 4,525

FY 2000 Program Level Starting from BBA Cap 586,483 584,015
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Adjustments to discretionary limits.—
Section 251(b)X2) authorizes certain adjust-
ments after the enactment of appropriations.
Table 4 includes those adjustments that can
be made now due to legislation enacted to

date. The section 251(b}2) adjustments in- -

clude:

o Emergency Appropriations.—Funding for
amounts that the President designates as
“emergency requirements” and that Con-
gress so designates in law. Fiscal year
2000 appropriations acts included over $31
billion in emergency funding, including
over $9 billion for emergency assistance
to farmers and $1.8 billion in advance ap-
propriations for the 2000 military pay
raise. As of January 19th, the President
has authorized the release of $28.6 billion
of this funding, which was provided for

Table 4.

the 2000 decennial census, operations and
maintenance activities of the Department
of Defense, the fiscal year 2000 military
pay raise, agricultural disasters within the
United States, Head Start, the Low-in-
come Home Energy Assistance program,
the implementation of the Wye River
peace accord, and other activities.

Further, since the August Update Report,
the President has also authorized the release
of $1.3 billion in emergency appropriations
that were previously enacted to support the
Administration’s efforts in addressing the
year-2000 computer conversion problem, nat-
ural disasters, the fiscal year 2000 military
pay raise, operations and maintenance activi-
ties of the Department of Defense, and to
support the needs of States that have experi-
enced extremely hot weather conditions.

FINAL SEQUESTRATION REPORT ADJUSTMENTS TO

DISCRETIONARY SPENDING LIMITS

(In millions of dollars)

1998 1999 2000 2001 2002

NON-DEFENSE DISCRETIONARY SPENDING, EXCLUDING VIOLENT CRIME REDUCTION SPENDING
Update Report Non-Defense Discretionary Spending

Limits 256,148 289,735 N/A NA NA
OL 286,325 276,815 NA NA N/A

Adjustments for the Final Sequestration Report:
Conti E App: iati Rel d BA 827 N/A NA N/A
OL 282 N/A N/A N/A

Subtotal, Adjustments for the Final Sequestration
Report BA 827 NA NA NA
OL ... 282 NA NA N/A
Final S Report Spending Limits BA 256,148 290,562 N/A NA NA
OL 286,325 277,097 NA NA NA
DEFENSE DISCRETIONARY SPENDING
Update Report Defense Discretionary Spending Limits ... BA 271,832 286,578 N/A N/A N/A
OL 269,079 275,732 NA NA NA
Adjustments for the Final Sequestration Report:
Conti iati Rel d BA 272 NA N/A N/A
L) PO NA N/A N/A
Subtotal, Adjustments for the Final Sequestration

Report BA 272 N/A N/A N/A
OL ot s N/A N/A Na
Final S: Report ding Limits BA 271,832 286,850 N/A N/A N/A
OL 269,079 275,732 N/A NA NA
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Table 4.

FINAL SEQUESTRATION REPORT ADJUSTMENTS TO

DISCRETIONARY SPENDING LIMITS—Continued

(In millions of dollars)

1998 1999 2000 2001 2002
VIOLENT CRIME REDUCTION SPENDING
Update Report Violent Crime Reduction Spending Limits BA 5,500 5,800 4,500 N/A NA
0! 4,833 4,953 5,654 NA NA
Adj for the Final Seq ion Rep:
Special Outlay All BA N/A NA
oL 790 N/A N/A
Subtotal, Adjustments for the Final Sequestration
Report NA NA
oL 790 NA NA
Final S Report ding Limits BA 5800 4,500 NA NA
OL 4,953 6,344 NA N/A
HIGHWAY CATEGORY
Update Report Highway Category Spending Limits ............ BA NA
oL NA 21,991 24,574 26219 26,663
Adj for the Final S Report: R
No Adj BA N/A
OL N/A
Final S Report Spending Limits BA NA
OL NA 21,991 24,574 26,219 26,663
MASS TRANSIT CATEGORY
Update Report Mass Transit Category Spending Limits ..... BA NA
OL NA 4,401 4,117 4,888 5,384
Adj for the Final S ion Rep
No adj BA N/A
OL N/A
Final Report Spending Limits BA NA
OL NA 4,401 4,117 4,888 5,384
OTHER DISCRETIONARY SPENDING
Update Report Other Discretionary Spending Limits .. BA N/A N/A 531,771 541,324 550,382
OL N/A N/A 541,674 541,835 535,753
Adjustments for the Final Sequestration Report:
Emergency Appropriations Enacted and Released ... N/A N/A 29,772 ...
N/A N/A 22,777
EITC Tax C li Initi: N/A N/A 144 .
N/A N/A 144 .
Continuing Disability Reviews (CDRs) ..... N/A N/A 405 ..
N/A N/A 373
MDB ge P (Foreign O] bill} NA N/A
N/A N/A ..
UN ge P: (C bill) N/A N/A
N/A N/A
Adoption I ive P; N/A N/A
N/A N/A
Special Budget Auth for Rounding N/A N/A
N/A N/A
Subtotal, Adjustments for the Final Sequestration
Report BA NA N/A 31,832
OL N/A N/A 23,296 5,687 1,526
Final S Report Spending Limits BA NA N/A 563,602 541,324 650,382
OL NA N/A 564,870 547,522 537,279
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Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS—Continued
(In millions of dollars)

1998 1999 2000 2001 2002

TOTAL DISCRETIONARY SPENDING

Preview Report Total Discretionary Spending Limits
Update Report Total Discretionary Spending Limits

Final ion Report ing Limits

BA 533,480 566,380 536,271 541,324 550,382
OL 560287 576,089 570,945 571,047 567,800
BA 533480 582,113 536,271 541,324 550,382
OL 560,237 583,892 575,819 572,942 567,800
BA 533480 583,212 568,102 541,324 550,382
OL 560,237 584,174 599,905 578,629 569,326

® Continuing Disability Reviews.—Funding
for additional continuing disability reviews
(CDRs) under the heading, “Limitation on
Administrative Expenses,” for the Social
Security Administration. The law limits
adjustments to the budget authority and
outlay estimates authorized in P.L.
105-33, the Balanced Budget Act of 1997.
CDRs are conducted to verify that recipi-
ents of Social Security disability insurance
benefits and Supplemental Security In-
come benefits for persons with disabilities
are still disabled. The fiscal year 2000
Labor, Health and Human Services, Edu-
cation, and Related Agencies Appropria-
tions Act provided $405 million for CDRs.

.

Allowance for International Arrearages
funding.—Funding for arrearages for
international organizations, international
peacekeeping, and multilateral develop-
ment banks. The amount of the cap ad-
justment is limited to $1.884 billion for
fiscal years 1998 through 2000 in P.L.
105-33. A total of $426 million was pro-
vided for international arrearage pay-
ments in fiscal year 2000 appropriations
bills, bringing the total adjustments made
for arrearage payments to the authorized
limit of $1.884 billion.

Earned Income Tax Credit (EITC) Compli-

and General Government Appropriations
Act provided $144 for EITC compliance.

e Adoption Incentive Payments.—The Adop-
tion and Safe Families Act of 1997 author-
izes bonus payments to States that in-
crease the number of adoptions from the
foster care system. The Act provides for
a discretionary cap adjustment for appro-
priations up to $20 million annually in fis-
cal years 1999 through 2003. It is assumed
that the cost of adoption bonuses will be
offset by reductions in mandatory foster
care costs. The $20 million requested was
included in the fiscal year 2000 Labor,
Health and Human Services, Education,
and Related Agencies Appropriations Act.

Special Outlay All —This allowance
was included in the BEA to cover technical
scoring differences that result when OMB
scoring exceeds CBO scoring. If, in any
year, outlays for a discretionary spending
category exceed the spending limit for the
category, but new budget authority does
not exceed the limit for that category, the
special outlay allowance may be used. The
outlay t is the t of the
excess spending over the limit. The adjust-
ment can not exceed 0.5 percent of the
sum of the adjusted discretionary spending
limits on outlays for that fiscal year.

ance Initiative.—Funding for EITC compli- OMB’s final estimate of fiscal year 2000
ance initiatives, including the detection crime gory spendi indicates that a
and enforcement of EITC eligibility rules  special outlay allowance adjustment of $790
in order to reduce EITC overclaims. Ad- million is required to cover the outlay breach
justments are limited to the budget au-  in this category.

thority and outlay estimates authorized in o Adjustment for Rounding.—Public law

P.L. 105-33. The fiscal year 2000 Treasury 106-113, the FY 2000 Consolidated Appro-
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priations Act, included a provision requir- Status of FY 1999 discretionary appro-

ing OMB to adjust the FY 2000 limit on  priations.—Table 5 summarizes the status of

budget authority for the discretionary cat-  enacted fiscal year 1999 discretionary appro-

egory upward by 0.2 percent, resulting in  priations, relative to the discretionary caps.

an increase of $1.1 billion. Enacted budget authority and outlays are
within the discretionary caps.

Table 5. STATUS OF FY 1999 DISCRETIONARY

APPROPRIATIONS
(In millions of doliars)
BA Qutlays
Non-Def Discreti y Spending, Excluding Violent Crime Reduction
Spending
Adjusted di ionary spending limits 290,562 271,097
Total ted 290,125 275,246
Spending over/under () HMIts ..vccverrericrrercreieneenencneen —437 ~1,851
Defi Discreti y Spendi
Adjusted discretionary ding limits 286,850 275,732
Total d 286,844 274,475
Spendi funder (-) limits -6 -1,257
Violent Crime Reduction Spending
Adjusted discretionary ding limits 5,800 4,953
Total d 5,797 4,946
Spending over/under (=) Hmits ....ooocoerreeerrireerncennonninssenne -3 -7
Highway Category
Adjusted di ionary ding limits 21,991
Total ted 21,568
Spendi funder (-} limits —423
Mass Transit Category
Adjusted di ionary spending limits 4,401
Total d 3,942
Spendi fander (-) limits —459

Total Di i v Spending All C

Adjusted discretionary limits 583,212 584,174
Total d 582,766 580,177

Spending over/under (-} limits —446 3,997

Status of FY 2000 discretionary appro- OMB estimates that spending in the high-
priations.-—Table 6 summarizes OMB scoring  way, mass transit, and other discretionary
of the fiscal year 2000 appropriations bills. categories are within the budget authority
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and outlay limits set in the BBA. Spending
in the violent crime reduction category is
within the budget authority limit but exceeds
the cutlay limit by $790 million. As a result,
OMB will use the special outlay allowance

provided under section 251(bX2) to adjust
the limit to cover the breach. With this
adjustment, OMB estimates that a sequester
will not be required for any of the discre-
tionary categories.

Table 6. STATUS OF 2000 APPROPRIATIONS ACTION
(In millions of dollars)
BA Outlays
OTHER DISCRETIONARY
Agricul and Rural Develop 13,982 14,387
Commerce, Justice, State and the Judiciary .......cooevvereren 29,427 27,306 1!
Defense 257,669 246,485
District of Columbi 436 382
Energy and Water Devel 21,221 21,166
Foreign Op i 13,539 12,226 2
Interior and Related A 14,800 14,951
Labor, HHS, and Ed 81,795 84,256 3
Legislati 2,455 2,566
Military Construction 8,373 8,626
Transportation and Related A 12,481 14,546
Treasury and General Government ...........ccouecessrsserrnienes 13,566 13,954 ¢
Veterans Affairs, HUD, Ind dent A 69,356 82,370
Miscell Provisi 6,827 -9,465
Emergency Appropriations Enacted/Released Since Feb-
ruary Budget 29,772 27,651
Total, Other Discretionary 562,045 561,407
Final Sequestration Report Other Discretionary Limits 563,602 564,870
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS -1,558 -3,463
VIOLENT CRIME REDUCTION
Commerce, Justice, State and the Judiciary ......c..vcovvenees 4,216 6,044
Labor, HHS, and Ed 152 172
Treasury, Postal Service, and General Gov't .....c.coeeuueeee 132 128
Total, Violent Crime Red 4,500 6,344
Final Sequestration Report Violent Crime Reduction
Limits 4,500 6,344

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS

HIGHWAY CATEGORY
Transportation and Related A 24,574
Total, Highway Category 24,574
Final Seq Report Higt Category Limits ... 24,574

CONGRESSIONAL ACTION OVER/UNDER(~} LIMITS
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Table 6. STATUS OF 2000 APPROPRIATIONS ACTION—Continued
{In millions of doliars)

BA Outlays
MASS TRANSIT CATEGORY
Transportation and Related A i 4,117
Total, Mass Transit Category 4,117
Final Sequestration Report Mass Transit Category Lim-
its 4,117

CONGRESSIONAL ACTION OVER/UNDER(~) LIMITS

TOTAL DISCRETIONARY SPENDING ALL CATEGORIES

Total, Enacted Discretionary Spending ........cccuveveicrcecnns 566,545 596,442
Final Sequestration Report Discretionary Limits ............ 568,102 599,905
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS -1,558 -3,463

NOTES:

1Estimates include $351 million in BA for the funding provided for i ional
payments.

ZEstimates include $75 million in BA for funding provided for i 1 pay-

ments.

3 Estimates include $405 million in BA and $373 million in outlag'sspmv.idpd for funding for

Continuing Disability Reviews (CDRs), and $20 millicn in BA an

adoption incentive payments.

2 million in outlays for

4 Estimates include $144 million in BA and outlays for the Earned Income Tax Credit Initia-

tive (EITC).

Comparison of OMB and CBO discre-
tionary limits.—Section 254(d)(5) of the BEA
requires this report to explain the differences
between OMB and CBO estimates for discre-
tionary spending limits. Table 7 es

mates reflect $272 million in contingent emer-
gency funds for the military construction
transfer fund that were released by the Presi-
dent on September 21, 1999, and $827 million

OMB and CBO limits for fiscal years 1998
through 2002. CBO uses the discretionary lim-
its from OMB’s sequestration update report as
a starting point for adjustments in its end-
of-session sequestration report. Therefore, the
differences between the OMB and CBO esti-

in emergency appropriations for
natural disasters, wildland firefighting, and for
the year-2000 computer conversion problem
that were rel d by the President subse-
quent to the issue of the August Update Re-
port.
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Table 7. COMPARISON OF OMB AND CBO DISCRETIONARY
SPENDING LIMITS

(In millions of dollars)

1998 1999 2000 2001 2002

Non-Defense Discretionary
CBO Final Sequestration Report limits:
BA

256,048 289,735 N/A N/A N/A
OL 286,265 276,814 N/A NA N/A
OMB Final Sequestration Report limits:
BA 256,148 © 290,562 N/A N/A N/A
oL 286,325 277,097 N/A N/A N/A
Difference:
BA 100 827 N/A N/A N/A
OL 80 283 N/A N/A N/A

Defense Discretionary

CBO Final Sequestration Report limits:
BA 271,832 286,578 N/A N/A N/A

oL 269,079 275,732 N/A N/A NA
OMB Final Sequestration Report limits:

BA 271,832 286,850 N/A N/A N/A

OL 269,079 275,732 N/A N/A N/A
Difference:

BA 272 N/A N/A N/A

OL ittt vesesesesesciors coioreisreis aosssisnssseis N/A N/A N/A

Violent Crime Reduction

CBO Final Sequestration Report limits:

BA 5,500 5,800 4,500 N/A N/A

OL 4,833 4,953 5,554 N/A N/A

OMB Final Sequestration Report limits:
BA

5,500 5,800 4,500 N/A NA

OL 4,833 4,953 6,344 N/A N/A
Difference:
BA N/A N/A

oL 790 NA NaA

Highway Category

CBO Final Sequestration Report limits:
BA N/A
N/A 21,991 24574 26,219 26,663

OL
OMB Final Sequestration Report limits:
BA

NA s s SRR

OL NA 21,99 24,574 . 26,219 26,663
Difference:

BA N/A

oL N/A

Mass Transit Category

CBO Final Sequestration Report limits:

BA NA i i

OL N/A 4,401 4,117 4,888

OMB Final Sequestration Report limits:
BA

oL 4,1i; 5.384

Difference:
BA

oL
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Table 7. COMPARISON OF OMB AND CBO DISCRETIONARY
SPENDING LIMITS—Continued

(In millions of dollars)

1998 1999 2000 2001 2002
Other Discretionary
CBO Final Sequestration Report limits:
BA N/A N/A 563,714 541,751 550,473
OL NA N/A 562,429 548,304 537,926
OMB Final Sequestration Report limits:
BA N/A N/A 563,602 541,324 550,382
OL N/A N/A 564,870 547,522 537,279
Difference:
BA N/A N/A -112 —427 -91
oL N/A N/A 2,441 -782 —647
Total Discretionary Spending Limits
CBO Final Sequestration Report limits:
BA 533,380 582,113 568,214 541,751 550,473
OL 560,177 583,891 596,674 579,411 569,973
OMB Final Sequestration Report limits:
BA 533,480 583,212 568,102 541,324 550,382
OL 560,237 584,174 599,905 578,629 569,326
Difference:
BA 100 1,088 -112 ~427 —91
OL 60 283 3,231 —782 -647

OMB and CBO have different approaches
to scoring emergency appropriations. CBO
scores budget authority for contingent emer-
gency appropriations in the fiscal year in
which it is appropriated; OMB scores budget
authority only for those contingent appropria-
tions officially released by the President and
designated by the President as emergency
requirements.

On November 29, 1999, the President signed
the Fiscal Year 2000 Consolidated Appropria-
tions Act (P.L. 106-113) into law. The Act
provides over $10.5 billion in contingent emer-
gency appropriations for non-defense discre-
tionary activities, including $4.5 billion for
the decennial census, $1.8 billion for the
Wye River accord, $1.7 billion for Head
Start, and $2.5 billion for other activities.
In addition, the following bills also include

contingent emergency appropriations: the Fis-
cal Year 2000 Agriculture, Rural Development,
Food and Drug Administration, and Related
Agencies Act includes over $8 billion in
contingent emergency appropriations for emer-
gency assistance to farmers; the Fiscal Year
2000 Department of Defense Appropriations
Act includes $7.2 billion contingent emergency
appropriation for operations and maintenance;
and, the Fiscal Year 2000 Veterans Affairs,
Housing and Urban Development, and Inde-
pendent Agencies Appropriations Act includes
a $2.5 billion contingent emergency appropria-
tion for the Disaster Relief Fund. CBO has
included the full amount of this funding
in its adjustment. OMB has adjusted the
caps upward for the amounts that have
been designated by the President as of Janu-
ary 19, 1999.



43

III. PAY-AS-YOU-GO SEQUESTRATION
o  REPORT R

Pay-as-you-go enforcement covers direct
pending and receipts legislati The BEA
defines direct spending as entitlement author-
ity, the food stamp program, and budget
authority provided by law other than in
appropriations acts. The following are exempt
from the pay-as-you-go scorecard: Social Secu-
rity, the Postal Service, legislation specifically
designated as an emergeney requirement, and
legislation fully funding the Federal Govern-
ment’s commitment to protect insured depos-
its.

The BEA requires that, in total, receipis
and direct spending legislation not result
in-a net cost. If such legislation yields
2 net cost, and if the President and Congress
do not fully offset it by other legislative
savings, the law requires that a sequester
of non-exempt direct spending programs offset
the net cost.

The BEA requires that OMB submit a
report to Congress that estimates the resulting
change in outlays or receipts for the current
year, the budget year, and the .following
four fiscal years for enacted direct spending
and receipts legislation. The estimates, which

must rely en the economic and technical
assumptions underlying the most recent Presi-
dent’s budget, determine whether the pay-
as-you-go requirement is met. The pay-as-
you-go process requires that OMB maintain
a “scorecard” that shows the cumulative net
cost of such legislation,

Table 8 presents OMB estimates of pay-

you-go legislation included in the individual
biil reports. In total, these bills have resulted
in a net cost of $58 million for 1999 and
a net savings of $3,072 million in 2000.
{As required by the BEA, the 1999 total
reflects only Acts added to the scorecard
after the 1999 final sequestration report was
igsued.} Under the BEA, the 1999 and 2000
totals are bined when determini the
need for sequestration. Because the combined
two year total is a net savings, no sequestra-
tion of direct spending programs is required
for 2000. As required by the Consolidated
Appropriations Act, the pay-as-you-go score-
card for all years was reset to zero on
January 3, 2000. The table also shows the
CBO estimate for each Act as it was reported
in CBO’s pay-as-you-go bill reports.

17
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Table 9. PAY-AS-YOU-GO LEGISLATION WITH IMPACT OF $500,000 OR LESS
ENACTED IN THE FIRST SESSION OF THE 106th CONGRESS
Public Law Number Act Number Act Title
P.L. 1064 HR. 540 Nursing Home i P fon A d. of 19991
P.L. 106-5 H.R. 808 Family Farmer Bankruptcy Extension Act
P.L. 106-6 S. 643 Interim Federal Aviation Admini ion Authorization Act
PL. 106-7 HR. 1212 Crop'I i Deadline E:
P.L. 106-21 HR. 1376 Tax Relief for P 1 Involved in O Allied Force
P.L. 106-26 S. 531 Congressional Gold Medal for Rosa Parks
P.L. 106-32 HR. 1034 Act to Declare a Portion of the James River and Kanawha Canal Nonnav-
igable waters?
P.L. 106-37 HR. 775 Y2K Act
P.L. 10640 S. 880 Chemical Safety Inspection, Site Security and Fuels Regulatory Relief Act
P.L. 10641 S. 604 Lake Oconee Land Exchange Act
P.L. 106-43 S. 1259 Trademark Amendments of 1999
P.L. 106-45 HR. 66 Act to Preserve Cultural Resources of the Route 66 Corridor
P.L. 106-47 S. 1543 Tobacco Producti Marketing Inft ion Act
P.L. 106-59 S. 1637 Extension of Certain Expiring FAA Authorizations?
P.L. 106-63 S. 380 C ional Award Act d of 1999
P.L. 106-66 S. 293 Act to direct the Secretaries of Agriculture and Interior to convey certain
lands to San Juan College
P.L. 106-70 8. 1606 Family Farmer Bankruptcy Act Extension
P.L. 106-84 H.R. 2841 To amend the Revised Organic Act of the Virgin Islands
P.L. 106-95 HR. 441 Nursing Relief for Disadvantaged Areas Act
P.L. 106-96 H.R. 609 To amend the Export Apple and Pear Act to limit the applicability of the
Act to apples
PL. 106-99 H.R. 2308 History of the House Awareness and Preservation Act
P.L. 106-100 HR. 3122 To permit enrollment in the House Child Care Center of children of Fed-
eral eraployees
P.L. 106-104 H.R. 3061 § Visa and Refugee Assistance Authorization
P.L. 106-107 S. 468 Federal Financial Assi M Impi Act of 19992
P.L. 106-114 S. 278 Rio Arriba County Land Transfer Act
P.L. 106-116 5. 1398 Coastal Barrier Resources System Map Corrections
P.L. 106-118 HR. 2280 Veterans’ Compensation Cost-of-Living Adjustment Act
P.L. 106-120 HR. 1555 Intelligence Authorization Act
Pvt.L. 106-3 HR. 322 For the relief of Suchada Kwong?
P.L. 106-128 S. 574 Delaware Coastal Barrier Map Correction
P.L. 106-138 HR. 2079 Terry Peak Land Transfer Act
P.L. 106-139 HR. 2886 A d to. Immigrati Nationality Act
P.L. 106-143 8.28 Four Corners Interpretive Center Act
P.L. 106-152 H.R. 1887 To punish the depiction of animal cruelty
P.L. 106-153 HR. 1932 Gold Medal for Father Theodore M. Hesburgh
P.L. 106-154 H.R. 2140 Chattahoochee River National R ion Area Act
P.L. 106-158 HR. 3381 Export Enhancement Act
P.L. 106-159 HR. 3419 Motor Carrier Safety Improvement Act
P.L. 106-160 H.R. 3456 Digital Theft Deterrence and Copyright Damages Act
P.L. 106-164 S. 438 Chippewa Cree Tribe Water Rights Settlement 2
P.L. 106-168 §.335 D ive Mail P ion and E; Act

1CBO does not score this bill as subject to pay-as-you-go requirements.
20MB does not score this bill as subject to pay-as-you-go requirements.

Comparison with CBO estimates.—The
BEA requires that OMB explain differences
with CBO estimates of enacted pay-as-you-
go legislation. The largest differences between
OMB and CBO estimates for legislation en-
acted in the first session of the 106th Congress
are for the Veterans Millennium Health Care

and Benefits Act and the Ticket to Work
and Work Incentives Improvement Act.

For the Veterans Millennium Health Care
and Benefits Act, OMB scores net costs
of $0.1 billion over the period 1999 through
2004, while CBO scores costs of $1.2 billion.
This difference is primarily due to different
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interpretations of a requirement providing
nursing home care to certain veterans. CBO
believes the Act creates an entitlement to
nursing home care for these veterans and
thus scores direct spending. OMB views the

Act as directing the Department of Veterans -

Affairs to give a higher priority to these
veterans when they are seeking nursing home
care. The benefits will be funded from the
veterans medical care t, which is subject
to annual appropriations.

OMB scores net costs of $17.9 billion
over the period 1999 through 2004 for the
Ticket to Work and Work Incentives Improve-
ment Act, $ 2.4 billion more than CBO’s
estimate of $15.5 billion. Much of the dif-
ference is the result of different scoring
of tax provisions, primarily for extensions
of the research and experimentation tax credit
and Subpart F for active fi ing i

These differences are the result of different
baselines and estimating models.

OMB and CBO also have significant dif-
ferences in the pay-as-you-go scoring of the
Consolidated Appropriations Act. OMB scores
net costs of $1.6 billion in 2000; while
CBO scores net savings of $6.6 billion. This
is largely the result of a different interpreta-
tion of which provisions are covered as pay-
as-you-go under the Act’s requirements. This
Act also included a requirement that OMB
and CBO not adjust their pay-as-you-go score-
cards for any provisions of the Act. Thus,
this difference does not affect the total dif-
ference between the OMB and CBO scorecards.

More detail on these differences, as well
as smaller differences in other bills, is avail-
able in the separate reports issued subsequent
to t) t of each bill.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

THE DIRECTOR January 25, 2000

The President
The White House
Washington, DC 20500

Dear Mr. President:

Enclosed please find the OMB Final Sequestration Report to the President and Congress
for fiscal year 2000, as required by the Budget Enforcement Act of 1990, as amended.

The report provides current estimates of the status of discretionary spending and the
discretionary limits. It also provides the status of pay-as-you-go legislation. Comparisons with
the estimates provided by the Director of the Congressional Budget Office in his report are also
included.

Based on the estimates contained in this report, neither discretionary nor pay-as-you-go
sequesters are required.

Sincerely,

Jacob J. Lew
Director

Enclosure

Identical Letter Sent to The Honorable Albert Gore
and The Honorable J. Dennis Hastert
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GENERAL NOTES

1. All years referred to are fiscal years unless otherwise noted.
2. Details in the tables and text may not add to totals due to rounding.
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I. OVERVIEW

The Budget Enforcement Act of 1997 (BEA
of 1997) extended and modified the. expiring
enfor t requir ts of the Budget En-
forcement Act of 1990 (BEA of 1990). The
BEA of 1997 established new limits, or
“caps,” for discretionary spending through
2002. It also extended the requirement that
legislation affecting direct spending or receipts
not result in net costs to the Federal Govern-
ment. The Transportation Equity Act for
the 21st century (TEA-21) further modified
the discretionary spending limits and created
new limits for highway and mass transit
spending. An across-the-board reduction of
non-exempt spending, known as “sequestra-

tion”, enforces compliance with these con-
straints.

The BEA requires that OMB issue reports
on the overall status of discretionary and
pay-as-you-go legislati The end-of- i
report, which OMB is required to issue
after Congress adjourns sine die, determines
whether or not a sequester is required. This
report, which covers legislation enacted in
the first session of the 106th Congress,
indicates that no sequester is required for
either datory or discreti 'y programs.
As required by the Consolidated Appropria-
tions Act, the pay-as-you-go balances for
all years were reset to zero on January
3, 2000.




53

II. DISCRETIONARY SEQUESTRATION
REPORT

Discretionary programs are funded annually
through the appropriations process. The
scorekeeping ideli ying the
Budget Enforcement Act of 1990 (BEA), as
amended by the Omnibus Budget and Rec-
onciliation Act of 1993 (OBRA) and the
Budget Enforcement Act of 1997, identify
accounts with discretionary resources. The
Balanced Budget Act of 1997 (BBA) limited
budget authority and outlays available for
discretionary programs each year through
2002. For fiscal years 1998 and 1999, the
BBA of 1997 established three separate cat-
egories of discreti y spendi defi
non-defense (excluding violent crime reduction
spending), and violent crime reduction spend-
ing. For fiscal year 2000, the law divided
discretionary spending into two categories:
violent crime reduction spending and all
other discretionary spending. For fiscal years
2001 and 2002, a single category for all
discretionary spending was established. The
Transportation Act for the 2lst Century
(TEA-21), which was enacted in June 1998,

dified these ies by establishing two
additional categories for highway and mass
transit outlays for fiscal years 1999 through
2003.

OMB monitors compliance with the discre-
tionary spending limits throughout the fiscal
year. Appropriations that cause a breach
in the budget authority or outlay limits
trigger a sequester to eliminate that breach.
The law, however, does not require that

Congress appropriate the full amount available
under the discretionary limits.

The discretionary spending limits estab-
lished in the various amendments to the
BEA have worked in an eénvironment of
budget deficits to constrain the growth of
discretionary spending. These limits were ex-
tended in the BBA and were based on
an overall budget architecture that was in-
tended to achieve balance by fiscal year
2002. The original BBA discretionary limit
for fiscal year 2002 is $3.5 billion less
than the limit set for fiscal year 2000.

In fiscal year 1998, discretionary appropria-
tions were enacted that complied with the
limits set in law. Using the scoring rules
required by the BEA, both OMB and CBO
estimated that fiscal year 1999 appropriations
complied with the statutory limits, although
spending was expanded beyond the limits
through several means. In particular, the
emergency designation, which pts spend-
ing from the spending limits, was used to
fund -roughly $15.5 billion of fiscal year
1999 discretionary spending. In addition, re-
ductions to mandatory programs and expanded
use of advance appropriations were relied
on to expand program levels and to fit
fiscal year 1999 discretionary spending within
the statutory limit. This trend continued
in fiscal year 2000. Table 1 highlights the
trend in the use of these mechanisms that
expand discretionary spending between fiscal
years 1998 and 2001.
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Table 1. DISCRETIONARY SPENDING LEVELS
{In millions of doliaxs)
1998 1889 2000 2001
Original Balanced Budget Act Limits
BA 526,857 532,999 537,193 542,032
oL 553268 558,921 564,265 564,396
‘Year-to-year percentage change:
BA 1.2% 0.8% 0.9%
oL 11% 0.9% 0.0%
Spending Funded by Alternative Mecha-
nisms: -
BA 2,981 26424 49290 ...
oL 1,017 13483 29,750 ..
Discretionary Program Levels:
BA 528,838 555,423 586483 542,032
oL 554,285 572,804 594,015 564,396
Year-to-year percentage change:
BA 5.6% 4.8% -7.6%
oL 3.3% 3.1% -5.0%

The enacted BBA outlay limit for fiscal
year 2000 allowed only 0.9 percent growth
in discretionary outlays over the original
limit for fiscal year 1999, The fiscal year
2000 appropriations included $23.7 billion
in emergency designations, additional advance
ppropriati and 1 obligation delays.
As can be seen in Table 2 of this section,
the official scoring of fiscal year 2000 appro-

outlays will be about $599 billion for FY
2000, differences of $49 bhillion (9 percent)
and nearly $30 billion (5 percent), respectively,
greater than what was recorded under BEA
scoring.

Table 2 shows the difference between the
BEA scoring of fiscal year 2000 appropriations
and the program level provided by designating

3 N

as emer

priations was $537 billion in budget authorit

and $569 billion in outlays. Adding spending
supported by the financing mechanisms listed
below, discretionary budget authority will
be closer to $586 billion and discretionary

with advance appropriations, and offsetting
spending with mandatory savings, rescissions,
and obligation delays. Table 3 summarizes
changes to the caps since 1980,

Table 2, FY 2000 DISCRETIONARY SPENDING SUMMARY
{In millions of dollars)
2000
BA Outlays
OMB Scoring of FY 2000 Appropriati Action, Excluding
E Spending 586,773 568,791
Spending Desi d as Em
Di ial Census 4,476 3,790
DoD Military Op and Costs 7,200 5,345
DoD Military Pay Raise 1,838 1,794
Farm Bervice Agency 229 157
Head Start 1,700 861
Low Income Home Energy A 1,100 814
Natural Resources Conservation Service/Rural Housing Service ... 105 39
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at

Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY--Continued

(In millions of dollars)

2000
BA Qutlays

Public Health and Social Services Emergency Fund ......c.ccconverean. 584 304
Student Financial Assistance 10 2
Rural Devel 2 2
Refugee and Entrant A 427 128
Wye River M d 1,825 311
United Mine Workers Consolidated Benefit Fund ........ccooeeinnnncne 68 68
Unreleased Conti t Emergency Spending in FY 2000 Consoli-

dated Bill 2,870 .
Rel of E 'y Spending Provided in Past Appropriations

Bills 1,268 723

k 1, Spending Designated as E:
Spending Offset by Mandatory Savings:
Federal Reserve Bal: Transfer
Acceleration of Spectrum Auction Receip
Delay. of Crime Victims Fund Spendi
National Database of New Hires
SSBG
Cooperative State Ri h Ed ion and E: ion Activiti
Fund for Rural A
Wetlands Reserve
Envir ! Quality 1 ive Program
Conservation Farm Option
Food Stamp Program
Child Nutrition

Subtotal, Spending Offset by Mand: y Saving

Additional FY 2000 Program Funded by FY 2001 Advance Ap-
propriations:

School Imp Programs

Vocational and Adult Ed

Special Educati

Administration for Children and Families .........ccccouuerecenrvecuccnn
Housing Certificate Fund

Training and Empl Services

Postal Service

Subtotal, Additional FY 2000 Program Funded by FY 2001
A Appropriati
Spending Offset by Rescissions:
A tod Hi n

Army Corps of Engi: G 11 i

Army Corps of Engineers Construction General ........cocccoereuvrieennnas

Broadcasting Board of Governors International Broadcasting Op-
erations

Cor ion for National and C ity Service

Drug Enfor Admini ion Di ion Control Fee Account

Immi i Service Immigration Emergency

Fund
Op ion and Mai South Power Amini: ion ...

3,752 3,752
2,600 2,600
525 525
878 876
605 927
120 12
60 33
46 18
26 5
38 3

1 n

57 58
8,718 8,820

14,385 ..o
2319 e
1 1
13 7
16
80
35 28
1 s
3 3
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Table 2. FY 2000 DISCRETIONARY SPENDING SUMMARY--Continued

(In millions of dollars)
2600
BA Outlays
Small Busi Adrini jon Business Loan Program Account .. 13
Nuclear Waste Disposal 4
Subtotal, Spending Offset by Rescissi 2,485 52
Spending Offset by Timing Shifts and Obligation Delays:
Pay Delay 3,589
Defense Progress P 1,250
National Insti of Health 900
Health Research and Services Admini i 171
Centers for Disease Control 175
Administration for Children and Families 218
Social Services Black Grant 149
Substance Abuse & Mental Health Services Admini HOD cuveoeinane 90
Subtotal, Spending Offset by Timing Shifts and Obliga-
tion Delays . 6,540
Subtotal, Adjustment: 49,290 28,750
FY 2000 Program Level . 586,063 598,541
Memorandom: .
Adj for Bridge i Oviginal BBA Limits and End-of-
Session Seoring, Excluding Emergencies.
Amounts Not jatied Under Cap 1,558 3,463
Adjustments for Arrearages, CDR's, Adoption Payments, and EITC e eccnvrvninnnn ~895 684
Adjustments for Previcusly Enacted E: Spenditg -3,814
Changes in concepts and definiti 63 -5
Rounding Adjustment (pursuant to sxtion 307 of L. 106-113) ~1,065
Special Qutlay Adjy 790
4j for TEA-22 859 2,640
A 420 4,825

FY 2000 Progrum Level Starting from BBA Cap ........ 586483 504015
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' ‘Adjustments to diseretionary limits.—

the 2006 decennial census, operations and

Section 251(b)2) authorizes certain adjust
ments after the enactment of appropriations.
Table 4 includes those adjustments that can
be made now due to legislation enacted to
date. The section 251bX2) ad,)ustments in-
clude:

» Emergency Approprwcwns -Fundmg for
that the Presid as
“emergency requirements” and that Con-
gress so designates in law. Fiscal year
2000 appropriations acts mcluded over $31

t activities of the Department
of Defense, the fiscal year 2000 military
pay raise, agricultural disasters within the
United States, Head Start, the Low-in-
come Home Energy Assistance program,
the implementation of the Wye River
peace accord, and other activities.

Further, since the August Update Report,
the President has also authorized the release
of $1.3 billion in emergency appropriations
that were previously emacted to support the

billion in emergency fundi

over $9 billion for emergency assistance
to farmers and $1.8 billion in advance ap-
propriations for the 2000 military pay
raise. As of January ‘19th, the President
has authorized the release of $28.6 billion’
of this funding, which was provided for

ration’s efforts in addressing the
year-2000 computer conversion problem, nat-
ural disasters, the fiscal year 2000 military
pay raise, operations and maintenance activi-
ties of ‘the Department of Defense, and to
support the needs of States that have experi-
enced extremely hot weather conditions.

Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS
(In millions of dollars)

1998 1898 2000 2001 2002

NON-DEFENSE DISCRETIONARY SFENDING, EXCLUDING VIOLENT CRIME REDUCTION SPENDING

Update Report Non-Defe D Yy Spending
Limits BA 256,148 289,735 N/A NA N/A
. OL 286825 276818 Na NA Ni&
Adjustments for the Final Sequestration Report:
Conti E A iations Rel d BA 827 N/A NiA N/A
OL .. 282 N/A N/A N/A
Subtotal, Adjustments for the Final Sequestration
Report BA - 827 NiA NA NaA
[ 1) P 282 NA N/A NA
Final ion Report Sp g Limits BA 266148 290563 NA NA NA
. OL 286,325 277,097 NA N& NiA
DEFENSE DISCRETIONARY SPENDING
Update Report Defense Discretionary Spending Limits ... BA 271,832 286,578 NIA NA NiA
OL 269,079 275,732 NA NA N
Adjustments for the Final Sequestration Report:
Conti A iations Rel d BA 272 N/A N - NA
OL s serivennaens N/A NiA N/A
Subtotal, Adjustments for the Final Sequesiration
Report 272 N/A NA N/A
OL i s NA NA NA
Final Seq Report Spending Limits BA 271,832 286,850 NA Na NiA
OL 269,018 275,732 N/A NiA N/A
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Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS—Continued
(In millions of dollars)

1998 1989 2000 2001 2002

VIOLENT CRIME REDUCTION SPENDING

Update Report Violent Crime Reduction Spending Limits BA 5,500 5,800 4,500 NA NA
oL 4,833 4,953 5,554 NA NA
Adjustments for the Final Sequestration Report:

Special Outlay All BA N/A N/A
[ PRI U U V) 790 N/A N/A
Subtotal, Adjustments for the Final Sequestration
Report NA NA
OL  cieenns senverarerionens 790 NA NA
Final S jon Report ding Limits BA 5,500 5,800 4,500 NA N/A
OL 4,833 4,953 6,344 NA NA
HIGHWAY CATEGORY
Update Report Highway Catégory Spending Limits ........... BA NA
OL NA 21,991 24,674 26219 26,663
Adj for the Final R
No Adj BA N/A
oL N/A
Final S Report Spending Limits BA NA
OL NA 21,991 24,574 26,219 26,663
MASS TRANSIT CATEGORY
‘Update Report Mass Transit Category Spending Limits ... BA NA
OL NA 4,401 4,137 4,888 5,384
Adj for the Final S ion R 3
No adj BA N/A
oL N/A
Final S ion Report ding Limits BA NA
OL NA 4401 4,117 4,888 5,384
OTHER DISCRETIONARY SPENDING
Update Report Other Discretionary Spending Limits ........ BA NA N/A 531,771 541,324 850,382
OL NA N/A 541,574 541,835 535,753
Adj for the Final S i

N/A N/A 29,772
N/A NA 22,777
N/A N/A 144 ..
N/A N/A 144 .
N/A N/A 405 .
N/A N/A 373
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

Emergency Appropriations Enacted and Released

EITC Tax Compli

Continuing Disability Reviews (CDRs)

MDB A age Payn {Foreign O ions bill)
UN P (C

Adontion Incentive P:

Special Budget Auth for Roundi

Subtotal, Adjustments for the Final Sequestration
Report BA NA
oL N/A

Final S ion Report Spending Limits BA NA N/A 563,602 541,324 550,382
OL NA N/A 564,870 547,522 537,279
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Table 4. FINAL SEQUESTRATION REPORT ADJUSTMENTS TO
DISCRETIONARY SPENDING LIMITS—Continued
(In millions of dollars}

1998 1998 2000 2001 2002
TOTAL DISCRETIONARY SPENDING
Preview Report Total Discretionary Spending Limits ... BA~ 533,480 566,380 536,271 541,824 550,382
OL 560237 576,089 570,345 571,047 567,800
Update Report Total Discretionary Spending Limits .......... BA 533,480 582,113 536271 541,324 550,382
OL 560,237 583,892 575819 572,942 567,800
Final Seq jon Report ding Limits BA 533,480 583,212 568,102 541,824 550,382
OL 560,237 584,174 599,906 578,620 569,326

o Continuing Disability Reviews.—Funding
for additional continuing disability reviews
(CDRs) under the heading, “Limitation on

inistrative Exp ” for the Social
Secunty Administration. The law limits
djust; to the budget authority and
outlay estimates authorized in P.L.
105-33, the Balanced Budget Act of 1997.
CDRs are conducted to verify that recipi-
ents of Social Security disability insurance
benefits and Supplemental Security In-
come benefits for persons with disabilities
are still disabled. The fiscal year 2000
Labor, Health and Human Services, Edu-
cation, and Related Agencies Appropria-
tions Act provided $405 million for CDRs.

Allowance for International Arrearages

funding.—Funding for arrearages for
international organizations, international
1 and Itilateral devel

P
ment banks The amount of the cap ad-
justment is limited to $1.884 billion for
fiscal years 1998 through 2000 in P.L.
105-33. A total of $426 million was pro-
vided for international - arrearage pay-
ments in fiscal year 2000 appropriations
bills, bringing the total adjustments made
for arrearage payments to.the authorized
limit of $1.884 billion.

Earned Income Tax Credit (EITC) Compli-

and General Government Appropriations
Act provided $144 for EITC compliance.

P ts.—The Adop-
tion and Safe Famxhes Act of 1997 author-
izes bonus payments to States that in-
crease. the number of adoptions from the
foster care system. The Act provides for
a discretionary cap adjustment for appro-
priations up to $20 million annually in fis-
cal years 1999 through 2003. It is assumed
that the cost of adoption bonuses will be
offset by reductions in mandatory foster
care costs. The $20 million requested was
included in the fiscal year 2000 Labor,
Health and Human Services, Education,
and Related Agencies Appropriations Act.

Special Outlay All —This allowance
was included in the BEA to cover technical
scoring differences that result when OMB
scoring exceeds CBO scoring. If, in any
year, outlays for a discretionary spending
category exceed the spending limit for the
y, but new budget authority does
not exceed the limit for that category, the
special outlay allowance may be used. The
outlay adj t is the t of the
excess spending over the limit. The adjust-
ment can not exceed 0.5 percent of the
sum of the adjusted discreti v
limits on outlays for that fiscal year

o Adopti I

ance Initi —Funding for EITC pli OMB'’s fmal estlmate of fxscal year 2000
ance initiatives, including the detecti crime tes that a
and enforcement of EITC eligibility rules pecial outlay 11 dj t of $790

in order to reduce EITC overclaims. Ad-
justments are limited to the budget au-
thority and outlay estimates authorized in
P.L. 105-33. The fiscal year 2000 Treasury

million is required to cover the outlay breach
in this category.

" " P,

* Adji for . g.~—Public law
106-113, the FY 2000 Consolidated Appro-
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priations Act, included a provision requir-
ing OMB to adjust the FY 2000 limit on
budget authority for the discretionary cat-

egory upward by 0.2 percent, resulting in

an increase of $1.1 billion.

OMB FINAL SEQUESTRATION REPORT

Status of FY 1899 discretionary appro-
priations.—Table 5 marizes the status of
enacted fiscal year 1999 discretionary appro-
priations, relative to the discretionary caps
Enacted budget authority and outlays are
within the discretionary caps.

Table 5. STATUS OF FY 1999 DISCRETIONARY

APPROPRIATIONS
(In millions of dollars}
BA Qutlays
Non-Defense Discretionary Spending, Excluding Violent Crime Reduction
Spending
Adjusted di ionary ding limits 280,562 277,087
Total d 280,125 275,246
Spending over/under (=) HMItS .....coeverissiveseresmmanionarsses -437 -1,851
Defense Discretionary Spending
Adjusted di: iopary spending limits 286,850 275,732
Total d 286,844 274,475
5 ding funder {-} limits -6 -1,25Y
Violent Crime Reduction Spending
Adjusted di i y spending limits 5,800 4,953
Total d 5,797 4,946
Spending overlunder (Y HMIES cooveeecvisnirnncsnscersnnrennnas -3 -7
Highway Category
Adjusted di ionary ding limits 21,991
Total d 21,568
. Spendi funder () imits 23
Mass Transit Category
Adjusted di ionary ding Timits 4,401
Total d 3,942
Spending overfunder (-) limits 459

Total Discretionary Spending All Categories

Adjusted di: i Y ding limits

583,212 584,174

Total ted

682,766 580,177

Spending overfunder (-) limits

446 -8,997

Status of FY 2000 discretionary appro-
priations.—Table 6 summarizes OMB scoring
of the fiscal year 2000 appropriations bills,

OMB estimates that spending in the high:
way, mass transit, and other discretionary
categories are within the budget authority
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and outlay limits set in the BBA. Spending
in the violent crime reduction category is
within the budget authority limit but exceeds
the outlay limit by $790 million. As a result,

provided under section 251(bX2) to adjust
the limit to cover the breach. With this
adjustment, OMB estimates that a sequester
will not be required for any of the discre-

OMB will use the special outlay all

tionary jes.

Table 6. STATUS OF 2000 APPROPRIATIONS ACTION

{In millions of doliars}
BA Outlays
OTHER DISCRETIONARY

Agricul and Rural Develop t 13,982 14,387
Commerce, Justice, State and the Judiciary «oooenvervecinnnee 29,427 27,306 !
Defense 257,669 246,485
District of Columbi 436 382
Energy and Water Devel 21,221 21,166
Foreign Operati 13,539 12,226 2
Interior and Related A 14,800 14,951
Labor, HHS, and Ed 81,795 84,256 2
Legislati 2,456 2,566
Military Construction 8,373 8,626
T 5 ion and Related A 12,481 14,546
Treasury and General G 13,566 13954 ¢+
Veterans Affairs, HUD, Ind d A 69,356 82,370
Miscell Provisi -6,827 ~9,465
E Approp E: d/Released Since Feb-

ruary Budget 29,772 27,651
Total, Other Di i »4 562,045 561,407
Final Sequestration Report Other Discretionary Limits 563,602 564,870
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS -1,658 -3,463

VIOLENT CRIME REDUCTION

Commerce, Justice, State and the Judiciary ... 4,216 6,044
Labor, HHS, and Ed 152 172
Treasury, Postal Service, and General Gov't .. 132 128
Total, Violent Crime Red 4,500 6,344
Final Sequestration Report Violent Crime Reduction

Limits 4,500 6,344
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS  ..cncevienns mnvecnivsnancranns

HIGHWAY CATEGORY

Transportation and Related A i 24,574
Total, Highway Category 24,574

Final Sequestration Report Highway Category Limits ...
CONGRESSIONAL ACTION OVER/INDER(-) LIMITS

24,574
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Table 6, STATUS OF 2000 APPROPRIATIONS ACTION—Continued
(In mitlions of dollars}
BA Outlays
MASS TRANSIT CATEGORY

Tr: tation and Related A i 4,117
Total, Mass Transit Category 4,117
Final Sequestration Report Mass Transit Category Lim-

its 4,117

CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS

TOTAL DISCRETIONARY SPENDING ALL CATEGORIES

Total, E d Di ionary Spendi 566,545 596,442
Final S Report Di y Limits .on.n. 568,102 599,905
CONGRESSIONAL ACTION OVER/UNDER(-) LIMITS -1,558 -3,463

NOTES:

‘Estimul include 3351 million in BA for the funding provided for i ional r
payments

2Emmues include $75 million in BA for funding provided for i jonal pay-
ments.

sEstxmates include $405 million in BA and $373 million in nu:lmays gmvxded for funding for

Continuing Disability Reviews (CDRs), and $20 million in BA

adoption incentive payments.

million in outlays for

4Estimates include $144 million in BA and outlays for the Earned Income Tax Credit Initia.

tive (EITC).

Comparison of OMB and CBO discre-
tionary limits.—Section 254(d)X5) of the BEA
requires this report to explain the diffe

mates reflect $272 million in contingent emer.
gency funds for the military construction

between OMB and CBO estimates for discre-
tionary spending limits, Table 7

fer fund that were released by the Presi.
dent on September 21, 1999, and $827 million

OMB and CBO limits for fiscal years 1998
through 2002. CBO uses the discretionary Hm-
its from OMB's sequestration update report as
a starting point for adjustments in its end-
of-session sequestration report. Therefore, the
differences between the OMB and CBO esti-

gent emergency appropriations for
natural disasters, wildland ﬁreﬁghtmg, and for
the year-2000
that were rel d by the President subse
quent to the issue of the August Update Re-
port.
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Table 7. COMPARISON OF OMB AND CBO DISCRETIONARY
SPENDING LIMITS

(In millions of dollars)

1998

1999

2000

2001

2002

Non-Defense Discretionary

CBO Final Sequestration Report limits:
BA

256,048 289,735 N/A N/A N/A
OL 286,265 276,814 N/A N/A N/A
OMB Final Sequestration Report limits:
BA 256,148 290,562 N/A N/A N/A
oL 286,325 277,097 NA N/A NA
Difference:
BA 100 827 N/A N/A NA
OL 60 283 N/A N/A N/A
Defense Discretionary
CBO Final Sequestration Report limits:
BA 271,832 286,578 N/A N/A N/A
OL 269,079 275,732 N/A N/A N/A
OMB Final Sequestration Report limits:
BA 271,832 286,850 N/A N/A N/A
oL 269,079 275,732 N/A N/A Na
Difference:
BA 272 N/A N/A N/A
oL N/A N/A N/A
Violent Crime Reduction
CBO Final Sequestration Report limits:
BA 5,500 5,800 4,500 N/A N/A
oL 4,833 4,953 5,554 N/A N/A
OMB Final Sequestration Report limits:
BA 5,500 5,800 4,500 N/A N/A
oL 4,833 4,953 6,344 N/A N/A
Difference:
BA N/A N/A
OL 790 N/A N/A
Highway Category
CBO Final Sequestration Report limits:
BA N/A
OL N/A 21,991
OMB Final Sequestration Report limits:
BA NA
OL N/A 21,991 24574 26,219 26,663
Difference:
BA N/A
oL N/A
Mass Transit Category
CBO Final Sequestration Report limits:
BA N/A
OL N/A 4,40 4,117 4,888
OMB Final Sequestration Report limits: -
BA N/A
OL N/A 4,401 4,117 4,888 5,384
Difference:
BA N/A

OL NA
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Table 7.

COMPARISON OF OMB AND CBO DISCRETIONARY

SPENDING LIMITS—Continued
(In millions of dollars)

1998

1999 2000 2001 2002

Other Discretionary
CBO Final Sequestration Report limits:
BA N/A N/A 563,714 541,751 550,473
OL N/A N/A 562,429 548,304 537,926
OMB Final Sequestration Report limits:
BA N/A N/A 563,602 541,324 550,382
OL N/A N/A 564,870 547,522 537,279
Difference:
BA NA N/A ~112 —427 -91
OL N/A N/A 2,441 -182 —647
Total Discretionary Spending Limits
CBO Final Sequestration Report limits:
BA 533,380 582,113 568,214 541,751 550,473
OL 560,177 583,801 596,674 579411 569,973
OMB Final Sequestration Report limits:
BA 533,480 583,212 568,102 541,324 550,382
oL 560,237 584,174 599,905 578,629 569,326
Difference:
BA 100 1,099 -112 —427 —81
oL 60 283 3,231 ~782 -647

OMB and CBO have different approaches
to scoring emergency appropriations. CBO
scores budget authority for contingent emer-
gency appropriations in the fiscal year in
which it is appropriated; OMB scores budget
authority only for those contingent appropria-
tions officially rel d by the President and
designated by the President as emergency
requirements.

On November 29, 1999, the President signed
the Fiscal Year 2000 Consolidated Appropria-
tions Act (P.L. 106-113) into law. The Act
provides over $10.5 billion in contingent emer-
gency appropriations for non-defense discre-
tionary activities, including $4.5 billion for
the decennial census, $1.8 billion for the
Wye River accord, $1.7 billion for Head
Start, and $2.5 billion for other activities.
In addition, the following bills also include

contingent emergency appropriations: the Fis-
cal Year 2000 Agriculture, Rural Development,
Food and Drug Administration, and Related
Agencies Act includes over $8 billion in
contingent emergency appropriations for emer-
gency assistance to farmers; the Fiscal Year
2000 Department of Defense Appropriations
Act includes $7.2 billion contingent emergency
appropriation for operations and maintenance;
and, the Fiscal Year 2000 Veterans Affairs,
Housing and Urban Development, and Inde-
pendent Agencies Appropriations Act includes
a $2.5 billion contingent emergency appropria-
tion for the Disaster Relief Fund. CBO has
included the full amount of this funding
in its adjustment. OMB has adjusted the
caps upward for the amounts that have
been designated by the President as of Janu-
ary 19, 1999.
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Pay-as-you-go enforcement covers direct
spending and receipts legislation. The BEA
defines direct spending as entitlement author-
ity, the food stamp program, and budget
authority provided by law other than in
appropriations acts. The following are exempt
from the pay-as-you-go scorecard: Social Secu-
rity, the Postal Service, legislation specifically
designated as an emergency requirement, and
legislation fully funding the Federal Govern-
ment’s commitment to protect insured depos-
its.

The BEA requires that, in total, receipts
and direct spending legislation not result
in ‘a net cost. If such “legislation yields
a net cost, and if the President and Congress
do not fully offset it by other legislative
savings, the law requires that a sequester
of non-exempt direct spending programs offset
the net cost.

The BEA requires that OMB submit a
report to Congress that estimates the resulting
change in outlays or receipts for the current
year, the budget year, and the following
four fiscal years for enacted direct spending
and receipts legislation. The estimates, which

must rely on the economic and technical
assumptions underlying the most recent Presi-
dent’s budget, determine whether the pay-
as-you-go requirement is met. The pay-as-
you-go process requires that OMB maintain
a “scorecard” that shows the cumulative net
cost of such legislation.

Table 8 presents OMB estimates of pay-
as-you-go legislation included in the individual
bill reports. In total, these bills have resulted
in a net cost of $58 million for 1999 and
a net savings of $3,072 million in 2000.
(As required by the BEA, the 1999 total
reflects only Acts added to the scorecard
after the 1999 final sequestration report was
issued.) Under the BEA, the 1999 and 2000
totals are combined when determining the
need for ation. B the bined
two year total is a net savings, no sequestra-
tion of direct spending programs is required
for 2000. As required by the Consolidated
Appropriations Act, the pay-as-you-go score-
card for all years was reset to zero on
January 3, 2000. The table also shows the
CBO estimate for each Act as it was reported
in CBO’s pay-as-you-go bill reports.
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20 OMB FINAL SEQUESTRATION REPORT
Table 9, PAY-AS-YOU-GO LEGISLATION WITH IMPACT OF $500,000 OR LESS
ENACTED IN THE FIRST SESSION OF THE 106th CONGRESS
Public Law Number Act Number Act Title
P.L. 1064 H.R. 540 Nursing Home Resid A d of 19992
P.L. 106-5 HR. 808 Family Farmer Bankruptcy Extensxon Act
PL. 106-6 S. 643 Interim Federal Aviati horization Act
P.L. 106-7 HR. 1212 Crop I lication Deadline E:
P.L. 106-21 HR. 1376 Tax Relief for Pe 1 Involved in O; ion Allied Force
P.L. 106-26 S. 531 Congressional Gold Medal for Rosa Parks
PL 106-32 HR. 1034 Act to Declare a Portion of the James River and Kanawha Canal Nonnav-
igable waters?
P.L. 106-37 HR. 775 Y2K Act
P.L. 106-40 S. 880 Chemical Safety Inspection, Site Security and Fuels Regulatory Relief Act
P.L. 10641 8. 604 Lake Oconee Land Exchange Act
P.L. 106-43 S. 1259 Trademark Amendments of 1999
PL. 10645 HR. 66 Act to Preserve Cultural Resources of the Route 66 Corridor
PL. 106-47 8. 1543 Tobacco P jon and ion Act
P.L. 106-59 S.1637 E: ion of Certain E: FAA A izations 2
P.L. 106-63 S. 380 C 1 Award Act A d of 1999
P.L. 106-66 S. 203 Act to direct the Secretaries of Agriculture and Interior to convey certain
lands to San Juan College
P.L. 106-70 S. 1606 Family Farmer Bankruptey Act Extension
P.L. 106-84 H.R. 2841 To amend the Revised Organic Act of the Virgin Islands
P.L. 106-95 HR. 441 Nursing Relief for Disadvantaged Areas Act
P.L. 106-96 HR. 609 To amend the Export Apple and Pear Act to limit the applicability of the
Act to apples
P.L. 106-99 HR. 2303 History of the House Awareness and Preservation Act
P.L. 106-100 HR. 3122 To permit enroliment in the House Child Care Center of children of Fed-
eral employees
P.L. 106-104 HR. 3061 § Visa and Refugee Assistance Authonzatmn
P.L. 106-107 S. 468 Federal Financial Assi P! Act of 19992
P.L. 106-114 8. 278 Rio Arriba County Land Transfer Act
P.L. 106-116 8. 1398 Coastal Barrier Resources System Map Corrections
P.L. 106-118 H.R. 2280 Veterans' Compensation Cost-of-Living Adjustment Act
P.L. 106-120 HR. 1555 Intelligence Authorization Act
PvtL. 106-3 HR. 322 For the relief of Suchada Kwong?
P.L. 106-128 S. 574 Delaware Coastal Barrier Map Correction
P.L. 106-138 HR. 2079 Terry Peak Land Transfer Act
P.L. 106-139 H.R. 2886 to Immi| and Nationality Act
P.L. 106-143 5.28 Four Corners Interpretive Center Act
P.L. 106-152 HR. 1887 To punish the depiction of animal cruelty
P.L. 106-153 H.R. 1932 Gold Medal for Father 'l'heodore M. Hesburgh
P.L. 106-154 HR. 2140 Chattahoochee River Nati ion Area Act
P.L. 106-158 H.R. 3381 Export Enhancement Act
P.L. 106-159 HR. 3419 Motor Carrier Safety Improvement Act
P.L. 106-160 HR. 3456 Digital Theft Deterrence and Copyright Damages Act
P.L. 106-164 S. 438 Cinppewa Cree Tribe Wm‘.er nghts Settlement 2
P.L. 106-168 S.335 ive Mail F and E; Act

1CBO does not score this bill as subject to pay-as-you-go requirements.
20MB does not score this bill as subject to pay-as-you-go requirements.

Comparison with CBO estimates.—The
BEA requires that OMB explam differences
with CBO estimates of pay
go legislation. The largest differences between
OMB and CBO estimates for legislation en-
acted in the first session of the 106th Congress
are for the Veterans Millennium Health Care

and Benefits Act and the Ticket to Work
and Work Incentives Improvement Act.

For the Veterans Millennium Health Care
and Benefits Act, OMB scores net costs
of $0.1 billion over the period 1999 through
2004, while CBO scores costs of $1.2 billion.
This difference is primarily due to different
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interpretations of & requirement providing
nursing home care to certain veterans. CBO
believes the Act creates an entitlement to
nursing home care for these veterans and
thus scores direct spending. OMB views the
Act as directing the Department of Veterans
Affairs to give a higher priority to these
veterans when they are seeking nursing home
care. The benefits will be funded from the
veterans medical care account, which is subject
to annual appropriations.

OMB scores net costs of $17.9 billion
over the period 1999 through 2004 for the
Ticket to Work and Work Incentives Improve-
ment Act, $ 2.4 billion more than CBO’s
estimate of $15.5 billion. Much of the dif
ference is the result of different scoring
of tax provisions, primarily for extensions
of the h and experimentation tax credit
and Subpart F for active fi ing incod

These differences are the result of different
baselines and estimating models.

OMB and CBO also have significant dif-
ferences in the pay-as-you-go scoring of the
lidated Appropriati Act. OMB scores

net costs of $1.6 billion in 2000; while
CBO scores net savings of $6.6 billion. This
is largely the result of a different interpreta-
tion of which provisions are covered as pay-
as-you-go under the Act’s requirements. This
Act also included a requirement that OMB
and CBO not adjust their pay-as-you-go score-
cards for any provisions of the Act. Thus,
this difference does not affect the total dif-
ference between the OMB and CBO scorecards.

More detail on these differences, as weil
as smaller differences in other bills, is avail-
able in the separate reports issued subsequent
to tment of each bill.
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